
THE FIFTH DISTRICT

Fifth District business activity has continued to 
move briskly and smoothly ahead. A s the current 
expansion moved toward an unprecedented fifth con
secutive year, all the broad indicators w^ere at or near 
record highs. M ajor District manufacturing in
dustries, already operating at or close to capacity, 
wrere also continuing to report strong demand.

Debits, Employment, Man-Hours Up Seasonally 
adjusted bank debits, which usually fluctuate ir
regularly from month to month, rose sharply to new 
high levels in both Novem ber and December. Com 
parisons with year-earlier figures add emphasis to the 
recent strength of this indicator. Debits in 1964 
averaged one-tenth higher than in the previous year 
but were above comparable 1963 levels by as much as 
one sixth in Novem ber and one eighth in December.

Seasonally adjusted nonfarm employment rose in 
December for the eighth consecutive month, although 
the September increase wTas quite small. Nonfarm 
jobs were more numerous in December in all sectors 
except nondurable goods manufacturing, govern
ment, and trade. A s in other recent months, strength 
was most evident in contract construction.

Factory man-hours rose in each of the final three 
months o f 1964, for a total increase of more than 
5% . October gains were concentrated in textiles, 
apparel, tobacco, furniture, and machinery. N o
vember increases centered mainly in durable goods, 
with lumber mills, stone, clay, and glass plants, and 
furniture factories heading the list. The nondurables 
sector also recorded gains, although on a smaller 
scale. The December rise in man-hours was larger 
and more pervasive than in either of the other 
fourth-quarter months. Textile activity rose sharply 
again, and unusually large gains were registered in 
paper, transportation equipment, fabricated metals, 
and lumber. N o m ajor industry group experienced 
a decline.

Other Favorable Signs Joblessness rem ained low  
throughout the District toward the end of 1964. 
Estimated rates o f total unemployment continued 
well below the national figure in the District of Co
lumbia and in all states except W est Virginia. In
sured unemployment rates also remained at com 

paratively low levels. They were below the national 
average in all parts o f the District until December, 
when W est Virginia's figure rose slightly above the 
national level.

Business failures toward the end of 1964 were 
about equal in number to those reported during the 
comparable portion of 1963 but were far less nu
merous than in any other recent year. Business 
failure liabilities, on the other hand, were well below 
the prior year's level and at their lowest ebb in 
six years.

December retail sales apparently broke all pre
vious records in the District, as in the nation. In 
the final month o f 1964, District department store 
sales exceeded the previous December figure by 6%  
while remaining, with adjustment for seasonal varia
tion, about even with the Novem ber 1964 level. Dis
trict furniture store sales rose somewhat less than 
seasonally in December but, nevertheless, reached a 
new high for the month, 11% above the year-earlier 
figure. Trade sources generally continue to indicate 
that consumer markets for furniture and for most 
varieties of household durables have remained strong. 
Employment in trade rose steadily during the fall and 
stood at an all-time high level at the end of the year.

Construction Outlook Less Certain B uild ing ac
tivity maintained considerably more than seasonal 
strength last fall with the result that seasonally ad
justed construction employment continued to rise. 
Contract awards figures, compiled by F. W . Dodge 
Corporation, gave the future an uncertain tone, how
ever. This indicator declined substantially in O c
tober and November, falling well below the levels of 
a year earlier. W hile a small increase was recorded 
in December, the figure for that month was never
theless the second lowest o f the year. The lower 
figures toward the end of the year were largely a 
result of declines in public works and utilities and, 
to a smaller extent, in other types o f nonresidential 
building. The average value of residential contract 
awards, however, was higher than in the previous 
fall season. The November and December resi
dential figures were by a considerable margin the 
highest on record for those particular months.

Building permits in Novem ber displayed strength,
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but a sharp decline followed in December. For
1964, as a whole, building permits exceeded the pre
vious year’s level by more than one tenth, a slightly 
larger relative gain than occurred in contract awards. 
Although the construction sector apparently con
tinues to inject considerable strength into District 
business generally, the less buoyant tone that first 
appeared in the forward indicators earlier last year 
still appears to be present.

Factories Humming Strength in the manufacturing 
sector is perhaps the most impressive recent aspect 
of the District economy. Information from a 
variety of sources indicates that the substantial in
crease in man-hours in the final quarter o f the year 
represented a response to a sizable flow o f new busi
ness and to unusually large order backlogs. Prices 
in the District manufacturing sector have apparently 
remained quite stable, but small wage increases have 
continued to characterize skilled labor markets in a 
few areas. Textile mills have remained unusually 
busy. Gray cloth buying resumed, following a market 
lull during the year-end holiday season. A  few 
recent orders reportedly call for fourth-quarter de
livery, and inquiries regarding fourth-quarter goods 
have become numerous enough to suggest that an
other significant extension of already heavy mill 
backlogs may be in the offing.

W inter furniture markets, in progress throughout 
the Carolina-Virginia furniture region during the 
third week of January, drew the largest crowd of 
buyers in many a year, and sales were described as 
“ soaring.”  But trade sources also said that furniture 
deliveries, backed up from four to eight or more 
weeks, were causing some concern among both buyers 
and sellers. Reports of “ pyramiding”  suggest that 
demand may not be quite as strong as it seems. This 
term refers to the practice among some buyers of 
placing orders for similar items with more than one 
manufacturer, intending to take those that are 
shipped first and to cancel the rest.

Food Industries C onsum er purchases o f food  
products regularly account for a fraction of total re
tail sales ranging between one fifth and one fourth, 
depending on seasonal factors. Most food products 
require processing, and firms manufacturing foods 
and kindred products provide a significant number 
of jobs. Nationally, food processing employment 
reached a recent peak near 1.8 million in 1960 and 
has since declined by some 70,000. In the District, 
on the other hand, jobs in food manufacturing have 
gradually increased in recent years, reaching by last 
year 133,000, more than one twelfth of all factory 
jobs. These trends appear on the chart on this page

as index numbers (1 9 5 8 -59 = 1 0 0 ) and are compared 
to growth during the same period in national output 
as reflected in the food and kindred products sector 
of the Industrial Production Index.

A  striking rise in productivity is indicated by this 
chart. Nationally, a 3%  decline in employment from 
the 1958-59 average level has been accompanied by 
an increase in output of almost 19% . Measures of 
productivity within the District are based on the 
periodic Census of Manufactures and on annual 
Surveys of Manufactures conducted in other years. 
The most recent year for which these data are cur
rently available is 1962. According to these figures, 
food processors are among the more productive 
manufacturers in terms o f value created per unit of 
labor. In 1962, value added per man-hour amounted 
to $7.52 in District food processing plants compared 
to $5.93 for District manufacturing as a whole. Food 
industries nationally, however, achieved $9.13 of 
value added per man-hour in 1962. In the five years 
ending with 1962, value added per man-hour rose 
25%  in the District and 29%  nationally.

The Farm Outlook Prospects for District farmers 
in 1965 appear generally favorable, although some
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uncertainties persist. The outlook for flue-cured 
tobacco is especially cloudy. A  brief view of pros
pects for m ajor District commodities as seen by U. S. 
Department o f Agriculture analysts follows.

T obacco : The tobacco situation for 1964-65 
features record supplies of flue-cured, hurley, and 
Maryland, the cigarette tobaccos, and cuts in flue- 
cured and Maryland acreage allotments o f 19.5% and 
15% , respectively. Virginia fire-cured allotments 
are the same as a year ago. If growers approve 
marketing quotas, 1965 allotments for most hurley 
farms will be reduced 10% , and those for Virginia 
sun-cured farms will be about the same as last year. 
Current indications are that 1965 support levels will 
be up about 1% over 1964.

Overseas supplies of competitive tobaccos are large 
and United States exports in the current marketing 
year are likely to be about 9%  below 1963-64. Do
mestic cigarette consumption made a good comeback 
from the sharp dip early in 1964 and, at current 
rates, should be larger this year than last.

C otton : The cotton outlook is highlighted by 
sharply rising mill use, a decline in exports, and a 
further buildup in cotton stocks. Mill consumption 
is expected to total 9.6 million bales, up about 1.1 
million from last year and at the highest level since 
1950. Exports, however, will likely total about 4.5 
million bales, down from the 5.7 million exported 
during the past year.

In light o f the combined supply-demand outlook, 
the nation’s 1965 allotment has been set at the legal 
minimum of 16 million acres, the same as in 1964. 
The national domestic allotment (acreage required to 
produce estimated domestic mill use) is 10.4 million 
acres compared with 10.8 million in 1964. Farmers 
who plant only the domestic allotment will receive 
an extra price support payment in addition to the 
basic price support o f 29 cents per pound. This ad
ditional payment rate of 4.35 cents per pound com 
pares with 3.50 cents in 1964. There will be no 
export market acreage in 1965.

Peanuts and Soybeans: Peanut supplies about 
7%  above a year earlier and second only to the 
1948-49 record are sharply above probable food and 
farm uses. W ith  peanuts in surplus, farm prices in 
1964-65 will likely average near the loan rate. The 
national allotment for the 1965 crop is again at the 
legal minimum of 1,610,000 acres, the same as in 
recent years.

Supply and demand in soybean markets are ex 
pected to be in close balance. Farmers’ prices last 
fall were about the same as a year earlier and sharply 
above loan rates. W ith the resumption o f the up
trend in soybean usage during the first quarter of

the marketing year, remaining supplies are below 
year-earlier levels. F or the rest o f the season, prices 
are expected to continue strong and may average 
higher than last year.

Poultry and E g g s : Broilers present the most 
favorable picture in the poultry and egg outlook for
1965. Output may edge upward, but competition 
from red meat seems likely to be less severe than in 
the past two years. Broiler prices in 1965 thus may 
run somewhat above the low levels o f 1964. This 
appears especially likely for the first half o f the year, 
but prices after midyear will probably average lower 
than during January-June.

The outlook for eggs and turkeys is not as favorable 
as in 1964. Larger output o f both is anticipated, and 
the increases are expected to be big enough to bring 
about further price declines. E gg prices in the 
second half of 1965 could wrell be much lower than 
during the same period last year.

M eat Anim als: This year’s price situation for 
fed cattle may be a little more favorable for producers 
than were the depressed markets last year. Fed 
cattle prices will likely keep much of their present 
strength through the winter months. Factors which 
seem likely to strengthen cattle prices the next few 
months are lighter slaughter weights, lower supplies 
of other red meats per person, population growth, 
and consumers’ continuing preference for beef.

Higher hog and lamb prices than in 1.964 are in 
prospect into m id -1965. This expected strength in 
prices is based on anticipation of further cutbacks in 
slaughter. The 1964 pig crop was 7%  smaller than 
1963’s, and indications are that the number o f sows 
farrowing this spring wTill be 7%  below a year ago.

Dairy P roducts: Milk production in 1965 is ex 
pected to stay near the 1964 level. A  further decline 
in milk cow numbers is anticipated, but output per 
cow is expected to continue to increase. W ith popu
lation increasing, consumption of milk and dairy 
products will probably keep rising. The growth in 
total consumption, however, will likely not be large 
enough to halt the downtrend in use per person. 
Domestic demand, exports, and Government dona
tions for welfare and school lunch programs should 
keep stocks at relatively low levels. Farm prices of 
milk and cream in 1965 may be near year-earlier 
levels. Cash receipts from  farm sales, however, may 
show a slight gain over a year ago because of an 
expected increase in marketings.
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THE FIFTH DISTRICT

Econom ic growth is the product o f many inter
acting forces : the savings habits of individuals and 
businesses, institutional facilities for converting sav
ings into productive capital, the pattern of personal 
incentives, the skill and resourcefulness with which 
labor is combined with other productive inputs, and 
many others. A m ong the factors contributing to 
long-run growth, the general level of educational at
tainment occupies a prominent place. A  society’s 
expenditures on the education o f its members rep
resents an investment in human capital which can 
produce a large economic pay-off, not only through 
higher levels of skill in the labor force proper but 
also through improved efficiency in the overall man
agement of productive resources. Progress in the 
area of education has been a significant contributing 
factor to the rapid economic growth experienced by 
Fifth District states in recent years. The paragraphs 
that follow give a capsule description o f the problems 
and the progress of the District’s public schools, col
leges, and universities since 1950.

The Challenge B etw een 1950 and 1964, the 
school-age population increased about one half in the 
nation and nearly two fifths in the Fifth District. 
In the same period, total elementary school enroll
ment in the five states and the District of Columbia 
increased slightly more than 18% — from about 2.3 
million to over 2.7 million. Although this per
centage increase was only half as large as the com 
parable national figure, it was large enough to put 
considerable pressure on local school facilities. This 
was especially the case in Maryland, where enroll
ments rose nearly two thirds, and in Virginia, where 
the gain exceeded one third. In the District as a 
whole, elementary schools were under greatest strain 
during the second half of the 1950’s. During the 
past few years, the rate of enrollment increase has 
slowed.

Total enrollment in Fifth District high schools 
nearly tripled during the 1950-64 period, rising from
537,000 to 1,484,000. Increases were largest in 
Maryland, where enrollments grew to five times the 
1950 level, and in Virginia and in South Carolina,

where enrollments more than tripled. The general 
growth pattern was the same in each state: a sharp 
rise in the early 1950’s, followed by a slower rate 
of gain later in the same decade, with renewed pres
sures in the past few years.

Colleges and universities have experienced even 
greater stresses and strains than the elementary and 
secondary schools. A n  increasing fraction o f the 
growing number o f high school graduates has sought 
college training; and, in turn, more and more college 
graduates have been going into various fields of 
graduate study. Between 1950 and 1964, total col
lege and university enrollment in the District more 
than doubled, rising from 194,000 to 403,000. Cur
rent enrollments in institutions for higher education 
are around 85,000 in Maryland, 58,000 in the District 
of Columbia, 82,000 in Virginia, 40,000 in W est V ir 
ginia, 99,000 in North Carolina, and 39,000 in South 
Carolina. The size of current enrollments in primary 
and secondary schools and increased labor market 
emphasis on higher education indicate clearly that the 
pressures on colleges will continue to build up. Edu
cational experts predict that there will be no signifi
cant abatement before the m id-1970’s, if then.

The growing number of students at the various 
educational levels represents only the surface o f the 
problem. The increasing demand for men and women 
with higher skill levels in the professions, industry, 
government, and elsewhere has underscored the need 
for a general up-grading of educational standards. 
Those responsible for educational programs have 
found it necessary to devote increasing amounts of 
time and effort to improving traditional courses of 
study and developing new ones.

The Action E ducation  statistics suggest that 
Fifth District school systems have responded sharply 
to these problems, although the District as a whole 
remains somewhat below national statistical norms. 
Since 1950, for example, current expenditures per 
pupil in the District’s public schools have risen 141% , 
compared to a 131% gain nationally. Nonetheless, 
the District figure of $368 remains roughly $100 
below the national average. W ithin the District,
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PER CENT OF POPULATION, 25 YEARS OLD AND  
OLDER, WITH HIGH SCHOOL DIPLOMAS
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Source: U. S. Department of Commerce,
Bureau of the Census.

current per pupil expenditures exceed the national 
average only in Maryland and the District o f Co
lumbia.

Capital outlays for the construction and improve
ment of schools in the Fifth District rose from about 
$100 million in 1950 to an estimated $250 million in 
the current school year. On a per pupil basis, the 
figure increased from $35 to $59. This was less, 
both absolutely and relatively, than the gain in the 
comparable national figure, which rose from $40 to 
$76. Capital outlays per pupil in Maryland and the 
District of Columbia, however, currently exceed the 
national average, and Virginia's figure is close to the 
nation’s. In percentage terms, the increase in V ir 
ginia since 1950 has outstripped that for the nation, 
while South Carolina’s gain since that year is only 
slightly below the nation’s.

The number of classroom teachers in District ele
mentary and secondary schools increased 62%  in the 
period from 1950 to 1964. Since the corresponding 
rise in enrollment was 48% , the average number of 
students per teacher dropped from 31 to 28. The 
national figure is currently about 27, which is but 
fractionally lower than it was 15 years earlier.

O f equal importance is the evidence that the quality 
of instruction has steadily improved. The per
centage of elementary school teachers holding stand
ard certificates has risen throughout the District, with 
Virginia and the Carolinas progressing most on this 
particular scale. In virtually all parts of the Dis

trict, rising teachers’ salaries in recent years have 
attested to the desire o f school authorities to attract 
well qualified people.

Higher education is also absorbing more resources. 
A t District colleges and universities both annual 
capital outlays and operating expenditures have more 
than doubled since 1950. Enrollments as well as 
faculty numbers have approximately doubled. Be
cause of some radical changes in course content and 
methods of instruction, it is difficult to generalize 
concerning the impact of these changes on the ef
fectiveness of the educational process. Considered in 
conjunction with a fairly continuous upgrading of 
entrance requirements, however, recent changes indi
cate a definite effort to raise educational standards. 
Emphasis has varied from place to place. Improve
ments have been balanced in all parts of the District, 
but Maryland and North Carolina, for instance, have 
laid more stress on current outlays for larger faculties. 
The District of Columbia and South Carolina, on the 
other hand, have leaned more toward expansion of 
physical plant.

Success of the Effort T he end results o f edu
cational improvement are qualitative in nature and 
are extremely difficult to measure. A s a practical 
matter, however, change in the fraction of the popu
lation holding high school diplomas provides a rough 
index of progress in improving the quality of the 
work force. This would appear to be a reasonable 
measure in view of the fact that employers seem to 
associate worker quality with educational attainment 
and to regard possession of the high school diploma 
as the minimum educational qualification for jobs 
which offer opportunity for advancement.

The use o f this criterion indicates significant edu
cational progress in the District during recent years, 
as is shown by the chart at the top of this page. 
Between 1950 and 1960, the fraction o f all residents 
25 years old and over who had completed high school 
or more rose from approximately one fourth to 
slightly more than one third. The District still lags 
behind the nation as a whole, however, where the 
comparable rise was from about one third to just over 
two fifths. The chart also shows the gains that have 
been made in the percentage of District residents 
who have attended college one or more years.
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THE FIFTH DISTRICT J S U

BANKING SUMMARY 1964

Fifth District member banks experienced another 
good year in 1964. Data for the year as a whole 
show a continuation of the recent upward trend in 
net earnings and in both demand and time deposits. 
A s in other recent years, the banking structure of in
dividual states in the District also continued to 
undergo change.

Operating Income and Expenses T otal operating 
income at Fifth District member banks rose to $604.7 
million in 1964, up 14.0% from the 1963 total. 
Total operating expenses expanded even more rap
idly, rising 14.8% to approximately $419 million. 
Nevertheless, net income before taxes as a percentage 
of capital rose from 16.5% in 1963 to 17.1% in 1964.

The greatest portion of the expansion in operating 
income was provided by an increase in interest and

discount on loans, which rose 16.8% to $394.2 mil
lion, compared with a rise o f 14.0% in 1963. Loans 
continued to gain importance as a source o f income, 
primarily as a result o f growth in the volume of loans 
relative to other earning assets. The average rate 
of return on loans also rose.

The expense items showing the greatest change 
in 1964 were interest and discount on borrowed 
money, which increased 72.2% , and interest on time 
and savings deposits, which rose 21.5% . The hike in 
the discount rate and in Regulation Q ceilings in 
November contributed to these increases, but ex
panded borrowings and rapid growth in time deposits 
were chiefly responsible.

Current operating expenses continued their steady 
rise in 1964. The number o f bank officers in the 
District rose from 5,138 to 5,396 during the year, 
and salaries paid officers rose 10.8% to $55.4 million. 
Employment o f other personnel climbed from 24,957 
to 25,498, and their compensation rose 9.5%  to $96.4 
million. Nonsalary fringe benefits for officers and 
employees increased 12.2% to $18.4 million.

Net income before taxes rose 14.9% to $169.2 mil
lion in 1964. The increase compares with 3.4%  in 
1963. A fter-tax net income advanced 21.0%  to 
$105.0 million, compared with a 6 .8%  gain in 1963. 
Net income after dividends and taxes rose to $59.4 
million, up 27.4%  from the 1963 level.

Bank Credit and Deposits Loans and invest
ments of Fifth District member banks expanded 
10.4% last year, and at the end of December totaled 
more than $11 billion. This compares with a gain of 
9 .6%  in 1963. Investment activity turned up sharply, 
but loans rose more in dollar volume. Demand de
posit growth continued to lag behind time deposit 
gains, but by a smaller proportion than in recent 
years. The chart on page 12 compares loan, in
vestment, and deposit activity for the last two years.

Gross loans at District member banks rose to $7.1 
billion in 1964. The increase amounted to 13.6% , 
somewhat less than the 14.7% gain in 1963. Com 
mercial and industrial loan expansion o f 14.0% was 
well above 1963’s 11.9% rate, but real estate loans 
grew slightly less rapidly last year than in 1963.
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CHANGES IN LOANS, INVESTMENTS 
AND DEPOSITS

FIFTH DISTRICT MEMBER BANKS

|  Dec. 1963-Dec. 1964
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Growth in the total of all remaining loan categories 
was 12.1% in 1964, down from 15.4% in 1963.

Total investments o f District m em b er  banks 
amounted to $3.9 billion at the end o f 1964. During 
the year they rose 5.0% , considerably more than the 
1.9% gain in the preceding year. M ost of the 1964 
expansion occurred in municipal and corporate se
curities, which advanced 13.6%, compared with an 
increase of 1.3% in U. S. Government securities. 
In 1963, holdings of municipals and corporates rose 
20 .2% , while holdings o f U. S. Government se
curities declined 4 .5% .

Demand deposits at Fifth District banks climbed 
10.2% in 1964 and totaled $7.9 billion at the end of 
the year. Time deposits grew 16.3% to $4.3 billion 
over the same period.

Changes in Banking Structure T h e banking 
structure o f the Fifth District continued to change 
substantially in 1964. A t the end of 1963, there were 
888 banks in the District. During 1964, 20 new 
banks were organized and 24 were eliminated through 
merger or absorption. One bank was liquidated. The 
net result was a reduction to 883 banks at the end 
o f 1964. The number o f banking offices increased 
substantially, however. District banks opened 143

new branches and discontinued only seven. In addi
tion, 24 banks were converted into branches as the 
result of mergers. The net increase of 160 branches 
brought total banking offices to 1,841 at the end of 
the year.

Alterations in Virginia’s banking structure were 
again, as in 1963, the most numerous in the District. 
Banks in Virginia are still adjusting to the 1962 
legislation which permits branching through merger 
on a statewide basis. There were 14 mergers in 
Virginia in 1964, and 48 new branches were opened. 
Twelve of the 20 new banks organized in the Dis
trict during the year wrere in Virginia. One o f the 
new banks was established by the Federal Deposit 
Insurance Corporation to replace the insured non
member state bank which was liquidated. The F D IC  
bank is a national member bank, established on a 
temporary basis.

Maryland was second in terms of net increase in 
banking offices with four new7 banks, one eliminated 
through merger, and a net addition of 33 branches. 
North Carolina showed a net increase o f 36 branches 
with four mergers and no new banks.

The number of banking offices in South Carolina 
increased by 19 during the year, while in the Dis
trict of Columbia one new bank and seven new 
branches were opened. W est Virginia law does not 
permit branching, but three new banks were opened 
in the state in 1964 to bring the state’s total to 185.

C H A N G E S  IN  N U M B E R  O F  B A N K S  A N D  B R A N C H E S

FIFTH DISTRICT*

December 31, 1963 to December 31, 1964

Commercial Bonks

Number of banks, beginning of period 888

New banks organized 20

Mergers and absorptions 24

Liquidations 1

Number of banks, end of period 883

Net change — 5

Branches

Number of branches, beginning of period 1,681

New branches established 143

Banks converted into branches 24

Branches discontinued 7

Number of branches, end of period 1,841

Net change +  160

Net Change in Banking Offices +  155

* Including six West Virginia counties which fall outside the Fifth
District
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THE FIFTH DISTRICT

Fifth District business apparently continues to ad
vance at a brisk pace, and most indicators are at 
record levels. Nonfarm employment and factory man- 
hours still show strongly upward trends, and bank 
debits, at last report, were rising to new high levels. 
N ew  business incorporations during the first two 
months were running 8%  above year-earlier levels 
and were particularly strong in February, usually the 
year’s low month. Business failures in January and 
February occurred about one fifth less frequently 
than in the same months of last year, but a few large 
ones pushed total liabilities of failed businesses wrell 
above 1964 levels. Broadly viewed, the District 
business picture is bright, although the slower rate 
of new business bookings in the past few months in 
the construction industry dims the outlook slightly.

More Workers, More Time N onfarm  em p loy 
ment has increased substantially in every month so 
far this year and has not declined in a single month 
since April 1964. Recent gains have been con
sistently widespread but were strongest in February 
when employment rose in every m ajor nonfarm 
category.

Manufacturing man-hours registered gains in eight 
of the past twelve months. Recently, a strong Febru
ary rise was followed in March by a more limited 
increase, a result of moderate gains in the Carolinas 
tempered by mild declines in Maryland and W est 
Virginia. M an-hours have increased somewhat 
more in durable than in nondurable goods industries 
even though textile mill man-hours (which account 
for over one fourth of the District total) have ad
vanced in every month since September.

Construction Signals Mixed D istrict contractors 
experienced good business during most of the past 
two years, and employment expanded vigorously as 
the large volume of new business pushed some firms 
beyond normal capacity. In January, the rise was 
interrupted for the first time in six months when the 
seasonally adjusted job count dropped 1.4% , but a 
large part of the decline was reversed in the follow 
ing month. Unlike employment, the behavior of 
contract award statistics has been somewhat erratic 
and difficult to characterize. Generally, the series

has not been as strong as it was last spring and sum
mer but has not fallen much below those high average 
levels. For perspective, last year’s contract award 
values exceeded comparable 1963 levels by 6%  in 
the first quarter, 4%  in the second quarter, and 17% 
in the third, but dropped in the fourth quarter 10% 
below the previous year’s figure. This year, January 
and February contract awards approximately equaled 
last year’s fourth quarter averages and exceeded the 
comparable year-earlier levels by narrow margins.

Strength in Manufacturing P roduction  has con 
tinued to set new records in most of the District’s 
principal manufacturing industries. The enduring 
strength of furniture demand has produced strong 
and steady gains for more than two years. Volume 
so far this year has been running about 12% above
1964. The increase compares quite favorably with
1963 and 1964 gains which averaged 11% . During 
the past six years the dollar value o f District furniture 
sales has increased more than 60%  with only a minor 
rise in prices. The recent strength of the furniture 
upswing is reflected in industry man-hours which

The color computer, a new aid to textile processing, provides the 
correct dye mixture to achieve any shade or combination of colors.
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have risen in every recent month, beginning with a 
4%  leap in October and advancing nearly 14% 
by March.

Textile mills are also operating close to top speed. 
In contrast to the furniture story, however, textile 
prosperity is a relatively recent development. The 
pickup in the cotton sector of the industry began last 
summer, a few weeks after enactment of the one-price 
cotton law. The law authorized equalization pay
ments through the Department of Agriculture to o ff
set most o f the difference between domestic and world 
cotton prices. The difference between these prices 
was the result o f export subsidy payments on cotton 
initiated for the purpose of reducing the domestic 
surplus. Passage of the bill was followed by only a 
slight decline in prices. After a period o f un
certainty, buyers o f cotton goods decided that further 
reductions were unlikely, and a flood of pent-up de
mand was released. Although new orders began 
rising last summer, man-hours fluctuated unevenly 
until early fall, when the strength o f demand became 
well established. Between last October and March 
of this year, regular monthly increases raised man- 
hours a total of more than 8 % , an impressive gain 
in so large an industry.

Textile Investment Soars R isin g  outlays for 
modernization and expansion continue to be an out
standing feature of textile progress. From  a level 
of $500 million in 1960, national plant and equipment 
expenditures rose to $760 million last year, and are 
currently estimated at more than $1 billion for 1965. 
This represents a 36%  gain over 1964, well ahead 
of both the 18% investment rise expected in non
durables generally and the 16% increase forecast for 
all manufacturing industries. Plant and equipment 
outlays planned for 1965 by textile producers rep
resent around 17% of the industry’s total net worth 
at the beginning of the year— probably the highest 
current modernization and expansion rate o f any 
m ajor industry.

The data on planned spending do not distinguish 
between expansion and replacement, but industry 
sources suggest that the bulk o f the new equipment 
will replace less economical capacity. W here com 
pletely new mills are being built (as is the case with 
several large companies) the primary aim is to cut 
costs on standard, large-volume items by taking full 
advantage o f recent developments in mechanization 
and engineering. Investment per employee in these 
new mills is said to be in the vicinity of $50,000.

New Tools for Management Greater effic ien cy  
and lower costs also stem from the use o f computers. 
W ith more and better information, management and

marketing procedures have become more scientific 
and much more effective than was the case just a 
few years ago. New sources of financing are also 
helping to keep costs down during the current wave 
of new investment. W ith notable success, textile 
firms have recently offered bonds to the public at 
large instead of relying almost solely on insurance 
companies.

Despite one-price cotton and much new equipment, 
it may still be difficult in the competitive textile in
dustry to earn returns equal to those of manufacturing 
industries in general. Textile earnings on stock
holders’ equity have apparently remained below 10% 
compared to rates ranging between 10% and 12% 
for all manufacturing.

Looking Ahead B eyond  the generally  favorable, 
if somewhat paradoxical, conditions of the present and 
the near future lies a considerable amount of un
certainty. Right now the industry seems hard pressed 
to satisfy demand despite the addition of much new 
equipment and some 19,000 workers since this time 
last year, but there are several potential problems. 
One is foreign competition, which domestic producers 
hope to meet with the help of lower costs on standard 
fabrics and with a wider variety o f fabrics more 
imaginatively styled.

The immediate problem, however, is the uncer
tainty surrounding this year’s cotton law. A  change 
in cotton marketing regulations would almost cer
tainly have a significant impact on the industry. 
The bill enacted last year runs until July 31, 1966. 
But orders for future delivery of many cotton fabrics 
already extend into the second quarter of next year, 
and the terms under which mills will be able to 
acquire cotton following expiration o f the present bill 
are rapidly becoming a matter o f current concern. 
Efforts have been made to launch a new cotton bill, 
but so far without success. Differences of opinion 
among divergent interests have blocked progress, just 
as they did last year. Recent press reports suggest 
that another month may pass before a bill can be 
drafted by the Administration and sent to Congress 
where additional time will be needed before a final 
decision can be reached. There may be a few’ months 
left before uncertainties developing around this situa
tion become as critical as they were a year ago. 
Nevertheless, the textile industry may soon find its 
demand and supply patterns shaken up again while 
still recovering from last year’s jolts.

PHOTO CREDIT 
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THE FIFTH DISTRICT

PROSPECTIVE CROP PLANTINGS

The District’s total planted acreage of principal 
crops in 1965, according to current indications, will 
be only around 1%  below that in 1964 but the 
smallest of record. Though there probably will be 
little difference in total crop acreage, some rather 
dramatic shifts are indicated among the various 
crops. This outlook for 1965 crop plantings is based 
on the U. S. Department of Agriculture’s March 
survey of farmers’ intended spring plantings, on the 
new acreage-poundage program for flue-cured to
bacco, and on acreages seeded to winter wheat.

New Flue-Cured Tobacco Controls T he un
certainty concerning the number of acres of flue- 
cured tobacco growers would be permitted to harvest 
was perhaps the biggest question faced by District 
farmers as they made plans for the current year’s 
crop plantings. Supplies of flue-cured were so large 
that 1965 flue-cured allotments last winter were cut 
19.5% from 1964, and announced acreage plans in 
early March were about in line with this cut. This

19.5% reduction in allotments came on the heels of 
successive cuts o f 10% in 1964 and 5%  in 1963. 
W ith the buildup in supplies continuing despite cuts 
in acreage, the entire flue-cured tobacco program 
seemed in jeopardy. Congress responded to this 
situation by passing new legislation which restored 
most of the reduction in acreage allotments and 
placed the flue-cured support program on an acreage- 
poundage basis which features both acreage and 
poundage controls.

The necessary majority of flue-cured producers 
voting in a special referendum approved the new 
program on May 4. A s a result, District flue-cured 
tobacco allotments for 1965, including acreage re
served for new farms, will total roughly 531,500 acres 
compared with the original 1965 allotments of 
450,447 acres. This is an 18% increase over the 
earlier announced allotments for 1965 and is only 
5%  below 1964 allotments.

Unlike the old program under which each farmer 
could market penalty free all the tobacco grown on 
his acreage allotment, the new program provides for
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both an acreage allotment and a poundage quota for 
each farm producing flue-cured. Each farm harvest
ing within its acreage allotment can market 10% 
more than the farm’s poundage quota without penalty. 
Marketings in excess of the farm’s quota will be 
subtracted from its poundage quota the following 
year, however. A  farm ’s poundage or marketing 
quota is the product of its yield per acre and its 
acreage allotment. The yield is based upon the 
average yield for the highest three years during the 
period 1959-1963, but may not be less than 80%  nor 
more than 120% of the average yield for those same 
years of the community in which the farm is located. 
The preliminary yield computation is then adjusted 
by the application of a national yield factor necessary 
to give the total crop desired.

The old acreage control program remains in effect 
in 1965 for other types of tobaccos. Acreage allot
ments were cut 10% for hurley and 15% for M ary
land tobaccos, but allotments for Virginia fire-cured 
and sun-cured tobaccos were unchanged from 1964. 
Planned acreages of these tobaccos are not quite in 
line with announced allotments. District hurley pro
ducers expressed intentions to reduce acreage 8 % , 
while Maryland farmers indicated they would plant 
13% less acreage than a year earlier. On the other 
hand, despite unchanged allotments, Virginia fire- 
cured growers planned to increase acreage 3 % , and 
sun-cured producers said they intended a 6 %  cut.

More Soybean Acreage Expected Farm ers do 
not indicate in March the acreage of soybeans in
tended for harvest as beans. A s farmers made their 
planting plans for 1965, however, the outlook for 
beans was rather favorable. If growers’ announced 
intentions to plant soybeans for all purposes are 
realized and if the ratio of acreage harvested for beans 
to the total planted acreage is about the same as last 
year, the District’s acreage harvested for beans will 
be about 8 %  larger than in 1964 and 28%  above the 
average for 1959-63. This would be a new record 
and would mark the nineteenth consecutive yearly 
increase in soybean acreage. Biggest increases over 
a year ago are planned in the Carolinas, with a 
15% larger acreage intended in South Carolina and 
a 10% increase indicated in North Carolina.

Peanut Acreage Same, Cotton Down Peanut 
acreage allotments for 1965 are the same as in 1964, 
and Virginia-Carolina producers are planning to 
plant 299,000 acres, the same as last year. First o f
ficial estimate of the acreage to be harvested for nuts 
will not be made until August, but on the average 
District growers usually harvest around 97%  of their 
planted acreage of peanuts for this purpose.

District farmers in early March expected to plant 
916,600 acres of cotton this year, 4 %  less than in
1964 and the smallest since 1958. Signup in the 
domestic cotton allotment program, first put into 
effect for the 1964 crop, ended April 16 after being 
extended beyond the original deadline twice. By 
taking part in this program, cotton growers agree to 
reduce their farm ’s effective cotton allotment by 
about 35% . Thus the cut in cotton acreage from 
last year may be somewhat greater than was indi
cated by the March survey.

Less Grain and Hay Acreage T h e D istrict ’s 
seeded acreage of its most important food grain, 
winter wheat, is 17% smaller than last year. This 
is in rather sharp contrast to a 4 %  increase for the 
nation. The big reduction in the District’s wheat 
acreage is in line with the heavy signup by District 
farmers in the wheat program. A s a result, more 
than twice as much District wheat acreage is in the 
program this year than last.

Total 1965 feed grain acreage in the District 
probably will be only 2 %  below a year earlier but 
10% less than average. Decreases of 10% in oats 
and 5%  in sorghums account for all of the intended 
reduction. Acreage diverted from feed grain pro
duction under the feed grain program is around one- 
tenth larger than last year, however, and the cut 
could be bigger. A s for hay, District farmers plan 
to harvest slightly less acreage than last year and 4%  
less than the 1959-63 average.

Potatoes and Sweet Potatoes Indications in early 
March called for slight changes from 1964 in the 
acreage of the various seasonal groups of Irish po
tatoes. If realized, the anticipated changes will off
set each other and total District Irish potato acreage 
in 1965 will be about the same as last year.

District sweet potato growers this year planned 
to increase acreage 1%  above a year ago. A n indi
cated 10% increase in North Carolina is almost off
set by expected declines in other District states.

Conclusion It should be rem em bered that these 
estimates are based in large part upon intentions ex
pressed in March. The final outcome could be much 
different since farmers may well have altered their 
plans before the planting season was over. Weather 
conditions, labor prospects, later decisions concerning 
Government programs, and other economic factors 
may easily have affected their actions.

PHOTO CREDIT 
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THE FIFTH DISTRICT J R

Fifth District business has continued to improve, 
although the rise has slowed somewhat since earlier 
in the year. Recent increases in nonfarm employ
ment and accompanying declines in insured unem
ployment have been slightly in excess of the usual 
seasonal changes. Seasonally adjusted factory man- 
hours rose very slightly in May as gains in non
durables offset some slight declines in durables.

Continuing strength has been somewhat more evi
dent outside the manufacturing area. Seasonally 
adjusted bank debits have remained at a high level, 
some 12% above a year ago. The District index of 
new passenger car registrations has continued to 
rise, averaging 14% above last year’s figures. Con
tracts awarded for new construction, after lagging 
behind last year’s level during the first quarter, in
creased nearly one third between March and April 
to reach a new record level, topping by 3%  the 
previous high reached last July. Department store

sales slowed a little in June follow ing a new high in 
May and averaged 6 %  above 1964 levels for the first 
half of the year. Seasonally adjusted employment 
in trade declined slightly in May after increasing in 
each except two of the previous twelve months.

Steady Growth in Services E m ploym en t in serv
ices and miscellaneous enterprises rose quite briskly 
in May, maintaining a pattern of strong and steady 
improvement. The seasonally adjusted count of jobs 
in this sector has not declined since last September. 
Regional results of the Census of Business sum
marizing service industries in 1963 have appeared 
only recently, and the data show interesting trends in 
the Fifth District. Some of these are summarized in 
the chart below using figures for 1954, 1958, and 
1963. The left panel of the chart shows receipts of 
service establishments in Fifth District states and the 
District of Columbia. The right panel distributes the 
same District totals according to type of service.

Maryland

District of 
Columbia

Virginia

West Virginia

North Carolina

South Carolina

TOTAL RECEIPTS OF SERVICE ESTABLISHMENTS
FIFTH DISTRICT

GEOGRAPHICAL TYPE OF SERVICE

Personal

Business

Auto Repair 
and Garages

Amusements

Hotels, 
Motels, etc.

Miscellaneous
Repair

200 400 600 0 200 400
$ Mil. $ Mil.

Source: U. S. Department of Commerce, Bureau of the Census.
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Maryland Leads B etw een 1954 and 1963 total 
receipts of service establishments grew faster and 
reached a higher level in Maryland than anywhere 
else in the District. A t $706 million in 1963, re
ceipts in Maryland were nearly two and a half times 
the 1954 figure. For a rough comparison with 
growth in manufacturing, value added by manufac
ture rose 58%  in Maryland between 1954 and 1963.

Maryland service enterprises employed about
94,000 in 1954, 12% of all nonfarm wage and salary 
workers, but by 1963 the number of jobs in services 
had risen to 150,000, more than 15% of paid nonfarm 
workers. Since many self-employed persons prob
ably provide some type of service, data on total em
ployment, if available, would probably give service 
industries an even larger fraction of total jobs.

One third of Maryland’s 1963 service enterprise 
revenues was in the miscellaneous business category, 
which includes management consulting, advertising, 
equipment rentals, building maintenance, credit and 
collection agencies, and many others of less im por
tance. Other m ajor categories in order of im por
tance in Maryland were personal services, which 
accounted for about one fifth of all 1963 receipts; 
automobile services, the source of about one sixth 
of receipts; and amusements, which produced some
thing less than one sixth of total service revenues.

State Patterns Differ In N orth Carolina, receipts 
of service establishments totaled $598 million in 1963. 
Personal services, the largest category, accounted for 
fully one third of the state total and consisted mainly 
of laundries and cleaning plants, beauty and barber 
shops, funeral parlors, and photographic studios. 
Other groups of importance were automobile repairs, 
business services, lodging establishments, amuse
ments and recreation, and miscellaneous repairs.

Virginia closely followed North Carolina with 
$589 million in 1963 service enterprise revenues. 
A s in the Tar Heel State, personal services were 
first, but business services came second followed by 
lodging facilities, automobile repairs, and amuse
ments. W est Virginia’s service industries in 1963 
produced $256 million of revenues of which more 
than half were classified either business or personal. 
In South Carolina, 1963 receipts for services totaled 
$254 million with personal services heading the list 
in a pattern quite similar to North Carolina’s.

Services Strong in Washington In the D istrict 
of Columbia in 1963, service establishments had re
ceipts of $432 million, with three quarters of the total 
derived from three principal categories: business 
services, hotels, and personal services. Personal in
come statistics perhaps best reflect the greater rela

tive importance of services in the District of Colum
bia and their relative growth in the Fifth District 
as a whole. The following table shows wages and 
salaries paid by service enterprises as percentages of 
total personal income for the years 1954, 1958, and 
1963 in the United States, the Fifth District, and the
District’s geographical subdivisions:

1954 1958 1963
United States __________ 6.1 6.7 7.4
Fifth District 6.0 6.4 7.4
District of Columbia 9.4 10.0 10.1
Maryland __ 6.8 7.3 8.8
Virginia _____________ 5.5 6.5 7.6
South Carolina _________ 5.1 5.5 6.5
North Carolina ___ _______ 5.5 5.6 6.3
West Virginia ________ 4.5 4.5 5.1

The figures in the table understate the fraction of in
come originating in services by such amounts as 
were included in the category of proprietors’ income. 
This figure for proprietary businesses of all types 
was $207 million (8 %  of personal incom e) in the 
District of Columbia in 1963.

Points of Interest W 'hile receipts g rew  rapidly 
in Maryland, establishments increased quite slowly. 
Service establishments in Maryland were only 31%  
more numerous in 1963 than in 1954 compared to 
66%  in North Carolina, 49%  in Virginia, and 63%  
in South Carolina. In the District of Columbia and 
W est Virginia the number of new establishments 
rose even more slowly than in Maryland.

In amusements and recreation, except for motion 
pictures, receipts have increased sharply. In 1963, 
amusements other than motion pictures grossed 
more than twice as much in Maryland as in any other 
part of the District, and Maryland receipts in this 
category represented 37%  of the District total. Com
mercial sports accounted for much of the difference 
with $31 million of total revenues in Maryland com 
pared to $5.5 million in North Carolina, $4.0 million 
in Virginia, $3.8 million in the District of Columbia, 
and $2.2 million in South Carolina. Sports were 
relatively more important in W est Virginia, how
ever, where receipts totaled $14.2 million, 41%  of all 
amusement revenues other than for motion pictures. 
Maryland service revenues received a substantial 
boost from coin-operated amusement devices, which 
produced $15.4 million in 1963, 42%  of the District 
total for this category.

In the Fifth District, receipts of service enter
prises more than doubled between 1954 and 1963 
compared to a rise of less than nine tenths in the 
nation as a whole, and employment in services rose 
43%  in the District compared to 37%  nationally.
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THE FIFTH DISTRICT

Business activity in the Fifth Federal Reserve 
District has continued at a high level in recent weeks. 
Bank debits in June recovered from a May decline, 
rising to a record level one-sixth higher than a year 
ago. Total debits in the first half of the year sur
passed 1964’s first-half figure by one eighth, slightly 
more than the comparable rise in bank debits na
tionally. Nonagricultural employment increased more 
than seasonally in June, as it has with few exceptions 
for many months, and closed the first half 3%  above 
a year ago. Although man-hour gains were quite 
prevalent in June among the District’s principal 
manufacturing industries, most fell slightly short of 
the usual seasonal magnitudes. Nevertheless, total 
factory man-hours finished the first six months 4 %  
higher than in the previous year. District insured 
unemployment has continued to decrease considerably 
faster than usual and averaged more than one-fifth 
below comparable 1964 levels during June and the 
first half of July.

The District’s economic vitality is also reflected 
in less comprehensive indicators. New car sales in 
the first half of the year topped last year’s first-half 
figure by one eighth. Fewer businesses have failed 
so far this year than at any time since 1956 and, 
except for an unusually high figure in February, 
the dollar volume of liabilities associated with these 
failures has remained at its lowest level in nearly 
a decade.

Strength in Construction Earlier indications 
that the District construction industry’s strong three- 
year uptrend might be starting to wane have largely 
disappeared. Contract construction employment, 
which rose less than seasonally in March and April, 
resumed greater-than-seasonal gains in M ay and June 
and recently has maintained a margin of more than 
4 %  over year-earlier levels. Contract award values 
rose sharply in March and April, and although they 
declined in May, the total was still the second highest
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so far this year and was surpassed in only four 
months of 1964. Awards have been particularly 
strong in the residential category and in public works 
and utilities.

Retail Trade D istrict departm ent store sales rose 
again in July following a mild decline. Present indi
cations are that the July figure may be the second 
highest on record. Total retail sales in the District, 
which take more time to compile, have been estimated 
for May at $2.03 billion. This was the first time that 
any month other than December had passed the two- 
billion-dollar mark. Although the increase over the 
April figure was smaller than in either of the previous 
two years, M ay sales exceeded their year-earlier level 
by more than 6 % .

The largest component of the May figure was, of 
course, automobiles, which totaled $508 million in 
the District, almost exactly one fourth o f the total. 
M ay automobile sales were up 9 %  from the previous 
year and wrere 23%  greater than in 1963.

Trends in Trade L onger term changes in the 
volume and composition of retail trade are revealed 
in recently published results of the 1963 Census of 
Business. The chart on page 11, based on census 
data, classifies Fifth District retail sales by geo
graphical areas and by types of stores for the census 
years 1954, 1958, and 1963.

The growth of retail trade in a particular geo
graphical area primarily reflects two elements, the 
change in population and the rise in living standards. 
A  third factor may be present: the extent to which 
shopping centers in one geographical area draw 
customers from other areas; as Washington stores, 
for instance, attract business from suburban M ary
land and Virginia. Naturally, the strongest gains 
in sales have occurred where both population and per 
capita consumption have trended upwrard. The 
following table summarizes these changes in the D is
trict and compares them with national trends.

%  change
1954-1958 1958-1963
Sales Sales

Popula per Total Popula per Total
tion capita sales tion capita sales

u . s . 7.6 9.2 17.5 8.3 12.5 21.9
5th Dist. 6.1 11.6 18.5 8.4 15.5 25.3
Md. 11.1 11.9 24.3 12.4 13.4 27.4
D. C. -  4.3 14.2 9.2 5.4 3.1 8.7
Va. 10.1 8.2 19.3 9.4 17.8 28.7
W . Va. -  3.2 18.3 14.7 -  1.7 12.6 10.7
N. C. 5.9 13.4 19.5 9.4 17.9 29.7
S. c . 5.9 8.6 15.0 8.7 19.8 30.1

Growth rates in the District as a whole exceeded 
national rates, except for the change in population 
between 1954 and 1958 when both the District of

Columbia and Wrest Virginia experienced significant 
declines. During this first period, sales grew7 most 
rapidly in Maryland with North Carolina in second 
place, barely ahead of Virginia. Population was the 
strong factor in each of the two northern states, 
while increased sales per capita dominated the picture 
in North Carolina. W est Virginia and the District 
of Columbia, where population declined and per 
capita personal income remained high, showed the 
strongest rise in per capita sales, and North Caro
lina came next.

During the second period (1958-1963), centers 
of most rapid growth shifted southward. South 
Carolina made the strongest gain, and most of it 
resulted from gains in sales per capita, in which the 
Palmetto State led the rest of the District by a sizable 
margin. Higher per capita sales likewise accounted 
for most of the increase in North Carolina and V ir 
ginia. but gains in population were also strong. As 
in the first period, the growth of sales in Maryland 
strongly reflected both increased population and 
higher consumption per capita.

Retailers Broaden Lines T rends in the com p osi
tion of retail sales by type of store also reflect two 
principal influences. A s incomes rise, consumers 
shift larger fractions of expenditures from “ neces
sities”  to “ extras,”  and retailers tend to widen their 
lines accordingly. Thus, store classifications indicate 
less and less accurately the type of merchandise sold. 
Automobile dealers are exceptions, as are gasoline 
service stations to a considerable extent.

Most of the increase since 1954 in automobile sales 
and much of the rise in sales of service stations oc
curred after 1958. For other types of retailers, 
gains were about evenly distributed over the entire 
period and wrere strongest where diversification was 
most apparent. Compared to a rise of 48%  in total 
District sales between 1954 and 1963, drug store 
sales rose more than two thirds, and the volume of 
food store and general merchandise store sales in
creased more than one half.

Retail sales represent a declining fraction of per
sonal income. This fraction was three fifths in 1954 
in both the nation and the Fifth District. Between 
1954 and 1963, however, the ratio of sales to per
sonal income declined more slowly in the District 
than in the nation as a w7hole. In 1963, the portion 
of personal income spent for retail purchases ranged 
from 46%  in Maryland to 58%  in the Carolinas, 
with an average of a bit over 53%  for the entire 
District compared with slightly less than 53%  for 
the nation as a whole.
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THE FIFTH DISTRICT
BANKING SUMMARY

Reflecting generally robust business conditions, 
credit expansion at Fifth District weekly reporting 
banks has reached record proportions this year. For 
the first seven months of 1965, loan and investment 
growth at these banks, which account for more than 
half of the District’s banking resources, has out
stripped the gains in the same period last year when 
the discount rate was lower and reserve policy some
what easier.

Strong Loan Demand T ota l credit at the D is 
trict’s weekly reporting banks rose 4 .5%  from  Janu
ary through July, compared with 3.4%  in the same 
months of 1964 and little if any gain in the com 
parable period of other recent years. Heavy loan 
demand accounted for the growth this year. In
vestments declined steadily from  January through 
July as bond holdings were reduced to provide funds 
for increased loans.

Business loans rose at a faster pace in the first 
seven months of the year than in any comparable 
period in the last decade. Strikes and threats of 
strikes led to increased loan demand for inventory 
building, and record automobile sales stimulated loans 
to finance dealers’ stocks. These demands abated 
somewhat in July, but consumer and real estate lend
ing continued strong as the rate of growth of busi
ness loans tapered off. The “ all other (primarily 
consum er) loans”  category showed an increase of 
10% in the first seven months compared with 8.4%  
for the same period last year. Real estate loans also 
rose approximately 10% , down somewhat from the 
15.4% increase in the same period in 1964. A gri
cultural loans, which have been setting new records 
in the Fifth District since 1962, also moved to new 
highs in 1965, rising 73%  in the first seven months 
compared with 70%  in the same months last year. 
The increase is partly due to a very strong seasonal 
pattern, however, and large percentage declines may 
occur before the end of the year.

Investment Portfolio Shifts T ota l investm ents 
declined 2 .7%  in the first seven months of this year

compared with 3 .4%  for the same months in 1964. 
The movement out of U. S. Government securities 
which began several years ago appears to have ac
celerated this year. In the first seven months of last 
year, holdings of U. S. Government securities fell 
7 .4%  through August 5, while other securities, pri
marily municipals, rose 5.5% . In the same period 
this year, U . S. Governments were reduced 10.8% 
while other securities rose 12.9% . These portfolio 
shifts may be associated with increased interest costs 
for time deposits, which, according to some observers, 
has encouraged banks to seek higher returns on their 
investments. Yields on both short-term and long
term Governments have been low relative to time and 
savings deposit rates since m id-1963. A s a conse
quence, banks have steadily reduced their holdings 
of Governments, especially short-term, and have 
added to their holdings of tax-exempt municipals and 
higher-yielding corporate securities.

CHANGES IN 
LOANS, INVESTMENTS, AND  DEPOSITS

Fifth District Weekly Reporting Member Banks 

(% Change)

December 30, 1964- January 1, 1964- 
August 4, 1965 August 5, 1964

Gross Loans +  7.9 + 7.0

Commercial and industrial 
Loans +  5.9 + 2.9

Real Estate Loans +  10.1 + 15.4

Loans to Domestic Com
mercial Banks -  7.0 +  244.0

Loans to Other Financial 
Institutions +  14.3 — 11.5

Security Loans -18 .0 - 20.3

Agricultural Loans +  73.0 + 70.3

All Other (Primarily Con
sumer) Loans +  10.0 + 8.4

Total Investments -  2.7 - 3.4

U. S. Government Se
curities - 10.8 _ 7.4

Other Securities +  12.9 + 5.5

Total Bank Credit +  4.5 + 3.4

Demand Deposits +  0.7 - 6.4

Time Deposits +  14.1 + 13.0
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CHANGES IN NUMBER OF BANKS AND  BRANCHES
Fifth District States*

December 31, 1964 to July 31, 1965

Fifth
District D. C. Md. Va. N. C. S. C. W. Va.

Commercial Banks

Number of banks, beginning of period 882 15 121 277 152 133 184

New banks organized 6 2 2 1 1

Mergers and absorptions 17 1 9 4 3

Liquidations

Number of banks, end of period 871 15 122 270 148 131 185

Net change -  11 +  1 -  7 -  4 -  2 +  1

Branches

Number of branches, beginning of period 1,841 78 355 465 707 236

New branches established 59 3 9 27 8 12

Banks converted into branches 17 1 9 4 3

Branches discontinued 2 1 1

Number of branches, end of period 1,915 81 365 501 718 250

Net change +  74 +  3 +  10 +  36 +  11 +  14

Net Change in Banking Offices +  63 +  3 +  11 +  29 +  7 +  12 +  1

*lncluding six West Virginia counties which fall outside the Fifth District.

Deposits T h e rate o f increase o f tim e deposits 
at District weekly reporting banks accelerated sharply 
in June and July, although growth earlier in the year 
was slower than in 1964. A t the end of July these 
deposits were up 14%  from last December, com 
pared with 13% for the comparable 1964 period. 
Some of the increase represents individual savings 
accounts, but much is due to sales of negotiable cer
tificates of deposit to business corporations. Rates 
on both certificates of deposit and passbook savings 
were raised after the relaxation of Regulation O 
restrictions on rates last fall, and this may have led 
to some substitution of time deposits for demand de
posits and other liquid assets. Demand deposits 
have not shown the explosive growth of time de
posits, but since the middle of M ay they have ex
panded more rapidly than in the comparable period 
of any of the previous four years. They rose 0.7%  
in the first seven months of 1965 compared with a 
6 .4%  decline in the same months last year.

Changes in Banking Structure R ecent trends in 
the banking structure of the Fifth District have con
tinued this year, with the number of banks declining 
and the number of branches increasing. There were 
882 banks in the District at the end of 1964. Six 
new banks were organized in the first seven months 
this year, but 17 were eliminated through mergers 
and absorptions for a net reduction of 11. The

number of branches rose from 1,841 at the end of 
last year to 1,915 on July 31. Fifty-nine new 
branches were established, 17 banks were converted 
into branches, and two branches were discontinued 
for a net increase of 74.

The largest changes in the District banking struc
ture continued to occur in Virginia, as has been the 
case since the Virginia banking law was amended in 
1962. T w o of the District’s six new banks and 27 
of the 59 new branches were in Virginia. In addi
tion, nine Virginia banks became branches as a result 
of mergers. In only two states, Maryland and W est 
Virginia, were there net increases in the number of 
banks. T w o new banks were established in M ary
land and one was eliminated through merger. The 
only change in W est Virginia was the establishment 
of one new bank. Mergers reduced the number of 
banks in North Carolina by four. One new bank 
and three mergers resulted in a net decline of two 
banks in South Carolina, which also had a net in
crease of 14 branches, the second largest in the Dis
trict. In that state, there were 12 new branches, three 
banks converted to branches, and one branch dis
continued. North Carolina added 11 additional 
branches and Maryland 10, while three new branches 
were opened in the District of Columbia. Branch 
banking is prohibited in W est Virginia.
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THE FIFTH DISTRICT

Fifth District business maintained through the 
third quarter a considerably stronger uptrend than 
seemed likely earlier in the year. Bank debits rose 
to a new record in August, one fifth higher than in 
the same month last year. Nonfarm employment 
continued to rise and by late summer was 4%  above 
the year-ago level. The latest increases in factory 
man-hours were the largest in many months, with 
principal gains occurring in textiles, apparel, foods, 
tobacco products, paper, and machinery. In agri
culture, sales of flue-cured tobacco through mid- 
September were up some $30 million, about 11 %  
over the year-earlier figure, as considerably higher 
prices more than offset slightly reduced volume. 
Strong automotive sales continued to stimulate the 
District as well as the national economy. New car 
registrations have been averaging about one fifth 
higher than a year ago, and the latest estimates show

July sales of District automobile dealers close to half 
a billion dollars, up 21%  from the previous year and 
the third highest figure on record, while sales by 
service stations totaled $165 million, 6%  greater than 
a year earlier and a new record high.

Signals Mixed in Construction D istrict con stru c
tion statistics show mixed trends so far this year. 
For eight months of 1965, construction employment 
averaged 6 %  above the same period of 1964, and 
the value of building permits was 4 %  greater. F. W . 
Dodge contract awards, however, were a little lower 
than in 1964.

This year’s margin over last year in employment 
dropped sharply between January and February and 
has declined irregularly since. Building permits 
swung from nearly one third above year-earlier 
levels in January to one fourth below in M ay and

GEOGRAPHICAL
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Columbia
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back to one eighth above in August. Contract awards 
ranged from one fourth higher than last year in 
April to one sixth lower in July.

Housing has remained the principal source of 
strength. Residential contract awards reached an 
all-time high in April and for seven months averaged 
6 %  above 1964. Public works and utilities awards 
were also strong in April but since then have fallen 
far below last year’s levels, while awards in other 
nonresidential categories have averaged slightly under 
year-earlier levels. By historical standards, however, 
total contract awards still look quite strong.

Trade Activity at a New High Fifth  D istrict 
department store sales set new records in August, 
and estimates of total District retail trade indicate 
that the July volume was one tenth greater this year 
than last. Employment in trade, furthermore, has 
increased steadily all year and reached a record level 
in August. Gains over year-earlier levels occurred 
in all parts of the District except W est Virginia. 
The largest increase was in Maryland, where the 
number of jobs in distribution increased 5%  over 
last year’s figure. Distributive employment rose 3 % , 
the same as the District average, in Virginia, slightly 
less than that amount in the Carolinas, and consider
ably less in the District of Columbia.

Patterns of Wholesale Trade N otable differences 
exist between wholesale and retail trade. Retail 
trade distributes goods to actual consumers, and its 
volume tends to be roughly proportional to personal 
income over broad geographical areas. Wholesale 
trade, on the other hand, encompasses sales of con
sumer goods, intermediate goods and materials, and 
machinery and equipment to retail establishments 
and to institutional, industrial, commercial, and pro
fessional users. Patterns of wholesale trade, there
fore, reflect a wide variety of economic factors in
cluding location of suppliers and customers and 
availability of transportation and storage. These 
patterns for the Fifth District are shown in the 
chart on page 15.

M aryland’s high level of wholesale trade results 
from a concentration of goods produced in or shipped 
into the Baltimore area and distributed to markets 
in Maryland, Pennsylvania, Delaware, and Virginia. 
In the W ashington area production is limited, but 
the growth of local and neighboring markets has 
fostered such an expansion of wholesaling in general 
that W ashington passed Baltimore between 1958 and
1963 to become the District’s most important whole
saling center. Virginia, by contrast, has a number 
of distribution centers headed by Richmond, Norfolk, 
Roanoke, and Lynchburg. Northern Virginia, of

course, is served by the W ashington area while some 
southern parts of the state are reached by whole
salers in North Carolina. W est Virginia and South 
Carolina also are served to some extent by out-of- 
state dealers, some based outside the District.

The regional importance of wholesale trade may 
be roughly indicated by its relationship to retail 
volume. Nationally in 1963, sales at wholesale sur
passed retail sales by 47% . W holesale exceeded re
tail sales in Maryland, the District of Columbia, and 
North Carolina, but fell short in Virginia, W est V ir
ginia, and South Carolina. W holesale sales ranged 
from 45%  above retail sales in the District of C o
lumbia to 22%  below in W est Virginia.

Growth of Trade T h e chart show s the distribu
tion and growth of wholesale trade geographically in 
the left-hand panel and according to type of business 
on the right. W holesale trade grew more rapidly 
in the District than in the nation as a whole, up 30%  
between 1958 and 1963 here compared to a 25%  rise 
nationally. W ithin the District, North Carolina 
exhibited the fastest growth and accounted for the 
largest share of the District total. Sales by whole
sale establishments rose 39%  in North Carolina com 
pared to 35%  in Maryland, 25%  in Virginia, 24%  
in South Carolina, 23%  in the District of Columbia, 
and 6 %  in W est Virginia. The type of wholesale 
business which grew most rapidly was motor vehicles 
and equipment. The increase between 1958 and 1963 
was more than $1 billion, four fifths of the 1958 
figure. The automotive sector grew considerably 
everywhere but was especially significant in M ary
land where volume more than doubled.

Local Growth Patterns D ata for Standard M etro
politan Statistical Areas show local growth. Balti
more sales actually increased only 17%  in the recent 
period, half as much as in Maryland as a whole. 
Similarly, sales rose 56%  in Metropolitan W ash
ington, more than twice the rise that occurred in the 
District of Columbia only. Trade centers in V ir
ginia showed more modest gains ranging from  36%  
in Newport News-Ham pton to only 5%  in the 
nearby Norfolk-Portsm outh area. Increases were 
generally larger in North Carolina, and the Charlotte 
area set the fastest pace not only for the Tar Heel 
State but for the entire Fifth District. Charlotte’s 
wholesale volume rose more than $1 billion, nearly 
60% , between 1958 and 1963, and accounted for over 
one eighth of the District’s 1963 volume compared to 
one sixth for W ashington and one seventh for 
Baltimore. Richmond, fourth among District metro
politan areas in wholesaling, had little more than 
half of Charlotte’s volume.
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THE FIFTH DISTRICT
CROP PRODUCTION PROSPECTS

The year 1965 will be remembered as a year of 
ups and downs in District crop production if recent 
estimates of the U. S. Department of Agriculture are 
realized. Weather appears to have been the prime 
factor producing these changes from a year ago. For 
some crops it has played the role of benefactor; for 
others it has been the villain. But acreage cuts re
sulting chiefly from participation in the various G ov
ernment programs have also played their part.

Total acreage of the principal crops for harvest in 
1965 is expected to be 2 %  smaller than in 1964 and 
some 5%  below the 1959-63 average. Though there 
is actually little difference from last year in total 
crop acreage, there are some significant shifts in 
acreage among the various crops.

Drought plagued farmers for the third consecutive 
summer in some counties of northern Virginia and 
in adjoining portions of Maryland and W est V ir 
ginia, while there was too much rain in much of the 
cotton producing area. But with a generally good 
growing season in other sections, record yields per 
acre are anticipated for soybeans, corn, peanuts, 
Maryland tobacco, wheat, and oats, and the second 
highest per-acre yields ever recorded are expected 
for both flue-cured and hurley tobacco and for barley.

On balance, production gains over last year rang
ing from slight to spectacular are indicated for many 
major District crops. Only cotton, tobacco, and 
small grains show significant decreases from 1964.

Sm aller C otton  C rop Cotton, second only to flue- 
cured tobacco as a crop income producer and esti
mated at 734,000 bales, is 22%  smaller than last 
year’s exceptionally good crop and only slightly 
larger than the average for 1959-63. Though cotton 
allotments this year were the same as in 1964, there 
was somewhat heavier participation in the domestic 
allotment program. District cotton acreage is thus 
about 5%  under a year ago and 8 %  below average. 
Combined with this acreage cut are expectations for 
sharply reduced yields per acre, presently estimated 
at 395 pounds— 91 pounds under last year’s slightly 
more than a bale-per-acre average.

Though this year’s crop is expected to be smaller 
than in 1964 in all District cotton producing states, 
production comparisons with a year ago will vary 
widely among the states. In South Carolina where 
weather permitted generally effective control of in
sects, production is estimated to be only 10% smaller 
than a year earlier and well above average. But in 
North Carolina where frequent, and sometimes ex 

Mil. Lbs.

YIELD A N D  P R O D U C T IO N  OF THE CHIEF M O N E Y  C R O P S  
Fifth District, 1950 -1965

FLUE-CURED TOBACCO COTTON

Pounds Thous. Bales

Note: Data for 1965 are estimates as of October 1. 
Source: U. S. Department of Agriculture.

Pounds
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cessive, rains limited the effectiveness of poisons, boll 
weevil infestation on September 1 was reported to be 
at the highest level since 1950, and this year’s cotton 
crop is expected to be 40%  below a year ago and 
well below average.

Less Tobacco C om bined output o f all types o f 
District tobaccos will be 15% smaller than last year 
if present indications materialize. Except for a slight 
increase in Virginia fire-cured leaf, production of all 
types will be down. For hurley, Southern Maryland, 
and Virginia sun-cured tobaccos, the reduced pro
duction will result entirely from acreage cuts.

The District’s flue-cured crop, its chief money crop 
and largest farm income producer, is expected to 
total 1,042 million pounds. If realized, 1965 output 
will be down 16% from  1964 and 7%  from the 
1959-63 average. Most of this reduction can be at
tributed to the acreage-poundage program adopted 
this year, which is designed to limit the volume of 
tobacco that can be marketed and to encourage pro
duction of quality tobacco. The 1965 yield per acre, 
estimated at 2,076 pounds, is second only to 1964’s 
record 2,254 pounds and compares with the 1959-63 
average of 1,813 pounds. During the marketing 
season thus far, bright leaf prices have averaged con
siderably higher than in the same period last year, 
and the quantity of tobacco placed under Govern
ment loan has been substantially smaller. Quality 
of the crop is also reported to be much better.

More Soybeans and Peanuts Soybean producers 
are looking forward to a record-breaking crop. 
Nearly 20%  above 1964 and more than one and one- 
half times 1959-63 average production, the large crop 
is the result of a new peak in per-acre yields and an 
all-time high acreage for harvest. Soybean acreage, 
in fact, is 13% above a year ago and one-third larger 
than average.

Peanut farmers are expecting a 13%  larger crop 
than in 1964 and one that promises to be 20%  above 
the recent five-year average. Acreage for harvest 
is slightly larger than a year ago, and yields per acre 
are expected to average 2,240 pounds. A  new high, 
this compares with last year’s average of 2,027 
pounds and, if realized, will mark the fourth suc
cessive year that peanut yields have surpassed a ton 
per acre. Quality of the crop is said to be good, 
though kernel sizes are smaller than last year.

Larger Fruit-and-Nut Crops D istrict orchardists 
as a group enjoyed a generally good year on the pro
duction front, although Maryland and W est V ir 
ginia peach and apple growers had somewhat smaller 
crops than last year. W ith this year’s peach crops

in the Carolinas sharply above last year’s freeze- 
damaged crops, total District peach production in 
1965 is estimated to have been more than three times 
as large as in 1964 and 5%  above average. Harvest 
of the District’s commercial apple crop is expected 
to be about one-tenth larger than last season’s, al
though in some sections the sfee of the apples has 
been reduced by dry'weather..

The District’s grape and*pecan crops, produced 
only in the Carolinas, are also expected to be larger. 
Anticipated grape production is 20%  above a year 
ago and more than double the 1959-63 average. 
Output of pecans is indicated to be more than three 
and one-third times last year’s extremely short crop 
and some 50%  greater than average.

Hay and Feed Grain Prospects W ith  D istrict 
drought conditions not as widespread as in 1963 and 
1964, total hay production in 1965 is expected to be 
larger than in both recent years despite, a slight de
cline in acreage. The crop as of * October •. 1 gave 
indications of being about 4 %  bigger than last year’s 
but somewhat smaller than average.

Total feed grain production now shaping up gives 
promise of being around one-tenth’ larger than last 
year, despite farmers’ heavier participation in the 
feed grain program and the consequent reductions in 
acreage from year-ago levels. The indicated in
crease is due to two factors: (1 )  the significant 
gain in the size of the corn crop, and (2 )  the record 
or near record yields per acre that have helped to 
offset the acreage cuts of each of the feed grains. 
Actually, output of each of the small grains— oats, 
barley, and sorghum grain— is expected to be down 
from last year. But the corn crop, estimated at 189 
million bushels, will hit a new production peak, 14% 
above 1964 and one-fourth larger than average.

Other Prospective Changes D espite 1965’s record 
per-acre yields, the heavy signup in the wheat pro
gram produced a sizable cut in acreage. The result
ing wheat crop was about one-sixth smaller than in 
1964 and 15% below average. Slightly lower yields 
and a similar reduction in acreage produced a rye 
crop around one-fifth below a year ago though one- 
fourth larger than average.

Farmers harvested substantially larger crops of 
late spring and early summer Irish potatoes and a 
somewhat larger late summer crop. Total District 
output for the year was estimated to be up 18% from 
a year ago. Harvest of an expected 13%  bigger crop 
of sweet potatoes than last year is well underway. 
The Virginia harvest is about the same as in 1964, 
but significant increases are anticipated in other 
District states.
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THE FIFTH DISTRICT
THE PAPER INDUSTRY-A  SKETCH

The paper industry is one of the most dynamic 
elements in the rapid expansion of Fifth District 
manufacturing. The challenge of a growing market 
has been met with new products, new plants, and 
new production techniques. The industry is still 
relatively small, with production of pulp, paper, and 
allied products accounting for only about 4 %  of total 
value added by manufacture in this five-state area. 
The comparable fractions for the textiles and chemi
cals industries are 18% and 15% , respectively. Not 
too many years hence, however, paper production 
may well be one of our area’s top three or four 
manufacturing activities.

The Present Situation There are some 300 manu

facturers of paper, paperboard, and allied products 
in the Fifth District today. Total value added by 
these plants amounts to over $600 million annually. 
Only 41 of the establishments are mills making basic 
paper. A ll the others, except a few pulp mills, are 
converter plants of various types, producing almost 
200 different paper products. Notably absent from 
the list of products, however, is any significant 
quantity of fine writing and printing paper, news
print, or tissue. Production of the finer white 
papers is relatively expensive because the produc
tion process requires clear water, which can be ob
tained in sufficient quantities in this area only by 
filtering. M ost of the basic paper made is of the 
coarse brown variety, a large portion of which goes 
into the manufacture of corrugated boxes.

The output of mills in the two Carolinas and V ir 
ginia accounts for nine tenths o f the basic paper 
production in the District. The manufacture of 
products from  basic paper— the converter activity—  
is more evenly distributed geographically. The same 
three states are the leaders, but Maryland also ac
counts for a significant fraction of total output. In 
W est Virginia’s industrial structure, no stage of 
paper production is important.

The paper industry is not one of the District’s 
m ajor employers. The production of basic paper 
and paper products requires heavy capital invest
ment, but relatively few men. A s of the end of last 
year, only about 45 thousand of the 1.5 million em
ployees of manufacturing firms in our five states 
and the District of Columbia worked for firms making 
paper products. Those employed in the industry are 
relatively well paid. Last year, the average hourly 
wage for a production worker in paper and pulp 
was $2.53, compared with an average of $2.04 for 
all manufacturing production workers in our area.

Growth in Recent Years From  an output level 
of 3.1 million tons of paper and paperboard in 1955, 
total production of Fifth District firms climbed to 
5 million tons last year, a gain of 58% . It may be 
seen in the chart on this page that, since 1958, pro
duction has risen more rapidly in the District than 
in the nation as a whole.

The recent expansion of production at mills and
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plants has been made possible by a substantial in
crease in capacity. In the last decade, total annual 
new capital expenditures have more than doubled, 
climbing from roughly $30 million to almost $80 
million. Even so, most producers ended last year 
pushing against the ceiling of practical capacity.

Employment has risen since 1955, but less than in 
proportion to the increase in production. The total 
gain in number of jobs has been only about 30%  as 
the introduction of new techniques and machinery 
has increased output per man-hour and thereby re
duced the number of men needed in most production 
operations. The chart on this page shows that Fifth 
District firms have been particularly successful in 
raising productivity (value added per man-hour) 
during the last several years.

The gains in output per worker have made possible 
appreciable increases in wages, without higher paper 
product prices. Between 1958 and 1964, the average 
wage of production employees rose by 22%  while 
the wholesale price index for paper and allied 
products declined 1% . A lso contributing to the 
maintenance of product price stability has been an 
intensely competitive situation among firms within 
the industry and the threat of competition from 
various plastic products.

The profit records of firms making basic paper 
and paper products have been good in recent years. 
For the nationwide industry, profits as a fraction of

sales have been very close to and have generally 
moved with the national average for all manufactur
ing industries. Like most averages, however, the 
average rate of profit for the paper industry conceals 
almost as much as it conveys. Firms which have 
introduced the newest technical processes have done 
much better, and a number of these more progressive 
firms are located in our area.

T he Future G enerally, the ou tlook  for the paper 
industry appears bright. The demand for paper and 
paper products may be expected to be increasingly 
strong. There is the prospect of expanded sales of 
paper for “ traditional”  uses. The “ knowledge ex
plosion,”  both on and off campuses, is providing a 
market for an ever increasing volume of paper for 
books. Each year, private businesses and government 
are using more and more paper for reporting forms 
and correspondence. For many uses, paperboard 
boxes have almost completely replaced their wooden 
counterparts. Equally if not more important, new 
uses for paper are being discovered every day. T o  
cite two extreme examples, disposable paper clothing 
and furniture (on ly chairs at the moment) are no 
longer ideas for some time in the future; the products 
are realities. M ost important quantitatively, there 
appears to be no technical limit to the use of paper 
for packaging.

There are reasons to believe that the lion’s share 
of the industry’s growth in the face of expanding 
demand will take place in Fifth District states and 
in other states further south. Labor rates and pulp- 
w ood prices are low relative to those in other sections 
of the country, and in most parts of the District, 
lower-cost open plant construction is feasible, due to 
the mild climate. These advantages have existed 
for years, but until recently meant less than they 
might have since for the most part the hard-to-bleach 
fibers o f southern pine could be used only for the 
production of coarser brown papers for bags and 
boxes. In the last several years, however, processes 
for the conversion into pulp and bleaching of pine 
fibers have been improved. A lso, there has been 
significant progress in the utilization of hardwood. 
Pulpwood from  various types of southern timber can 
now be used for almost any paper product. Thus it 
would appear that, in years to come, the growth of 
the industry in this area will be limited only by the 
demand for paper and paper products of all types 
in a national market.

P H O TO  CREDIT  

C over— V irg in ia  Electric & Pow er Com pany.
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THE FIFTH DISTRICT
AGRICULTURAL OUTLOOK FOR 1966

Agricultural market demand, both domestic and 
foreign, will likely continue to expand in 1966. Farm 
earnings are expected to be up. The production and 
price outlook for livestock appears favorable, and the 
Food and Agriculture Act of 1965 will provide some 
increase in crop income. Farmers’ total realized net 
income (income above production expenses that has 
not been adjusted for changes in inventories) is thus 
expected to rise. Realized net income per farm and 
per capita disposable income of the farm population 
should also be better. This, in a nutshell, is the out
look for the nation’s farmers in 1966 as viewed by 
top analysts of the U. S. Department of Agriculture.

In appraising the agricultural outlook for the year 
ahead, U S D A ’s economists assumed average growing 
conditions and considerable participation in the new 
farm program, especially as it relates to cotton, wheat, 
and feed grains. They also assumed a continued 
advance in the Gross National Product, along with 
increases in employment and in consumer incomes.

Farm Prices, Costs, and Income Crop prices in
1966 are expected to average lower than last year, 
and cash receipts from crop marketings will probably 
run somewhat below 1965 levels. With larger di
rect Government payments to farmers participating 
in the major farm programs, however, total crop re
turns will likely be higher than in 1965. On the 
livestock side, 1966 gives promise of being another 
good year.

Farm costs are expected to continue their long
term upward trend. The 1966 rise in production 
expenses is not expected to be as large as in 1965, 
however. A  number of important production items, 
notably fertilizer and pesticides, will likely be more 
costly. And it appears highly probable that farmers’ 
expenditures for taxes, interest, insurance, and wages 
will increase. Depreciation and other overhead 
costs will also rise further.

The nation’s realized gross farm income holds 
promise of chalking up a further gain in 1966, pos
sibly going slightly above the $45-billion mark 
compared with about $44 ̂  billion in 1965. The 
continued rise in farm costs, even though probably 
not as great as the increase in 1965, will offset much

of the anticipated gain in gross farm income. Total 
realized net income thus may show an increase of 
$/4 to %y2 billion over 1965’s $14 billion.

Supply and Demand Conditions The 1965-66 sup
ply situation varies considerably depending upon the 
commodity in question. Peanuts and soybeans are 
at record levels, and cotton supplies are the largest 
since 1956. Feed grains are up slightly, while sup
plies of most kinds of tobacco continue large relative 
to requirements. Wheat and red meat supplies, on 
the other hand, are below year-ago levels. Canned 
vegetable supplies are about the same as last year, 
but those of frozen vegetables are moderately larger. 
Total fruit supplies may remain about the same, but 
some major fruit groups will differ significantly.

Strong demand conditions, both at home and 
abroad, are expected for farm products in 1966. 
Healthy general economic activity and rising con
sumer incomes are indicated here and in foreign 
markets. Domestically, the combination of a grow
ing population and the projected strong advance in 
the business upswing is expected to spur spending. 
Rising incomes may bring some shifts in demand 
among foods, but per capita consumption will hold 
about steady. Larger expenditures for food will 
likely result from increased services, more restaurant 
meals, and greater military food procurement.

Exports of United States farm products in the 
current fiscal year may total $6.2 billion— up from 
$6.1 billion in each of the past two years. But the 
gain in volume may be greater than the gain in value. 
A  new record is in prospect for dollar sales. Large 
shipments of food to less developed countries under 
Food-for-Peace programs will continue. Biggest 
dollar earners in markets abroad are expected to be 
soybeans and soybean oil, feed grains, wheat, and 
tobacco.

Commodity Highlights A  capsule view of the 
outlook for major District commodities shapes up 
in this manner:

Poultry and Eggs: The outlook for 1966 points 
to a large increase in the production of both broilers 
and turkeys but only a slight rise in the output of
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eggs. Demand for broilers and turkeys is expected 
to benefit from small red meat supplies into summer 
and from rising consumer incomes. Increasing sup
plies of pork later in the year and the substantially 
larger output of broilers and turkeys will influence 
prices considerably. Lower average prices to broiler 
and turkey producers are a distinct possibility. 
Turkey prices, however, may not fall below year- 
earlier levels until the second half of the year. On 
the other hand, egg prices in the early part of the 
year will probably run above the depressed level of 
a year ago but for the year as a whole may average 
about the same as in 1965.

Meat Animals: Focusing on the livestock picture, 
it appears that the relatively favorable situation that 
existed for most livestock farmers in 1965 will con
tinue in 1966. Cattle, hog, and lamb prices seem 
likely to average higher than in 1965. Cash receipts 
are thus expected to show a further rise, despite the 
possibility of slightly reduced marketings.

Feeder cattle prices will probably record a strong 
seasonal rise this winter and remain relatively strong 
throughout the year. Sustained price strength for 
hogs through most of 1966 is indicated if hog 
slaughter continues below year-ago levels through the 
summer. The extent of the buildup in the spring and 
fall pig crops may produce lower prices late in 1966 
and in 1967, however.

Dairy Products: Prospects for dairy products in
1966 seem somewhat better on all fronts. Market
ings will be slightly larger; commercial demand is 
expected to increase moderately; and year-end stocks 
are expected to hold at the 1965 level. Higher sup
port levels and a slight increase in prices are an
ticipated, and dairymen’s costs are expected to rise 
less than income from sales of milk and cream.

Tobacco: The supply position of District to
baccos varies considerably, but supplies of most types 
are large in relation to demand. Flue-cured sup
plies, down 4%  from last year’s record high, are 
beginning to adjust to a better balance with re
quirements.

The nation’s consumption and production of 
cigarettes— chief outlet for flue-cured, burley, and 
Maryland tobaccos— reached new highs last year, and 
further modest gains appear likely as the smoking-age 
population increases. The tobacco export situation 
is somewhat cloudy in view of the political climate 
in Rhodesia— the United States’ major flue-cured 
competitor— and the economic sanctions that have 
been, or may be, taken against it.

The 1966 flue-cured crop will be produced under 
the acreage-poundage program for the second year, 
with the national poundage quota, average yield

goal, and acreage allotment the same as in 1965. 
Burley growers will hold a referendum March 10 to 
determine whether or not acreage-poundage controls 
will be in effect for their 1966, 1967, and 1968 crops; 
Maryland farmers will vote February 25 to determine 
whether their next three crops will be grown under 
acreage controls. Allotments for most Virginia fire- 
cured and sun-cured farms will be about the same as 
last year. Current indications are that 1966 price 
support levels will be about 2%  above 1965’s.

Cotton: The nation’s supply-demand situation 
for cotton in the current crop year is highlighted by 
another large crop, a further buildup in stocks, and 
an expected carry-over on August 1, 1966 of 16.5 
million bales— an all-time high. Total disappearance, 
estimated at 13.0 million bales, is slightly below last 
year. Mill consumption is expected to account for 
about 9.5 million bales, up from 9.2 million in 1964-65, 
while exports will probably equal 3.5 million bales, 
down from the 4.1 million exported a year ago. Man- 
made fibers will continue to provide severe com
petition for cotton, both at home and abroad.

New legislation, effective for the 1966 through 
1969 crops of upland cotton, is a major factor in the 
cotton outlook. The new program, to be discussed 
in detail in the March Review, retains a number of 
features of the program effective for the 1964 and 
1965 crops but differs in several respects. Prominent 
among these differences are the strong incentives 
provided to cut acreage and the dropping of price 
supports below world price levels.

Soybeans and Peanuts: Supplies of soybeans for 
1965-66 are sharply above last year’s levels. A  new 
high is expected in soybean usage, however, as some
what lower soybean prices seem likely to stimulate 
record high exports and crushings for oil. But some 
slight buildup in carry-over stocks at the end of the 
current marketing year seems probable.

Peanut supplies for the 1965-66 marketing year 
are at an all-time high, up 7% from a year earlier. 
Total edible consumption may rise slightly, while 
crushings are expected to continue heavy and may 
show a slight increase over last year. Some further 
gain in exports also seems probable. Peanut prices 
are expected to average around 11.2 cents per pound, 
roughly the same as last year.
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THE FIFTH DISTRICT -£M'
The current business expansion has now lasted 

half a decade. For about four years, policymakers 
were concerned mainly with the possibility that de
mand might weaken, ending the growth process 
before full employment could be reached. During the 
fifth year the pattern of growth began to change, but 
not because of any weakening in aggregate demand. 
On the contrary, spending continued to rise, and by 
the end of 1965 attention had shifted from sustaining 
the upswing to keeping it within sustainable bounds. 
Consumers continued to buy new cars in record or 
near-record volume. Construction, planned as well 
as in process, maintained a strong upward course. 
Business spending increased as manufacturers at
tempted to expand capacity and increase inventories 
in line with demand. In some industries, dwindling 
supplies of labor and materials spawned upward 
pressures on costs and prices and added to the 
problems of planning ahead.

An Uneasy Balance A  healthy econom y requires 
a balanced flow of capital, labor, and materials into 
production in response to the pull of demand. Cer
tain factors emerging in the District economy in 
recent months seem capable of upsetting this balance 
if they continue to develop. In the textile industry, 
for example, capacity already committed to a heavy 
backlog of civilian orders must be converted to De
fense production. Furniture manufacturers report 
certain hardwoods and veneers becoming more dif
ficult to obtain with prices gradually creeping up. 
Short or at best uncertain supplies of nonferrous 
metals are creating problems for many of the Dis
trict’s metalworking industries. Contractors have 
also found certain essential materials increasingly 
difficult to obtain. Delays have affected some ordi
nary items such as reinforcing rods in addition to a 
variety of special structural components. A  wide
spread labor shortage, however, seems to be the most 
difficult problem of all.

Skilled workers were reportedly hard to find more 
than a year ago. Since then, business has expanded 
considerably and new additions to productive and 
distributive facilities continue to approach completion. 
Thus the search for trained or trainable people has 
become more and more intense and seems bound to

continue for some time at the present fast pace. As 
a result, the cost of finding and training workers has 
been rising, a trend that will probably continue.

Help-Wanted Ads Soar Additional perspective 
on the state of the job market is provided by an index 
compiled by the National Industrial Conference 
Board measuring the volume of advertising placed 
in city newspapers across the country by employers 
in search of employees. When the national Help- 
Wanted Index and the unemployment rate are 
charted together for the past 15 years, they move, of 
course, in opposite directions but otherwise show 
quite similar business cycle patterns. In 1964, how
ever, the unemployment rate continued to drop 
slowly toward 4%  while the Help-Wanted Index 
started rapidly upward. Last fall the index sky
rocketed, rising an average of 10 points a month.

When the 52 cities from coast to coast that com
prise the index are listed according to November 
figures, two dynamic urban centers of the Fifth Dis
trict, Charlotte and Washington, are right at the top, 
and Richmond is eighth. The national index in 
November was 180 (1957-59=100) after rising one 
third from the previous November. In contrast, the 
Charlotte index was 322, up one half; the Washing
ton index was 313, up more than one third; and the 
Richmond figure was 247, up more than two fifths. 
In the December ratings, Washington and Richmond 
posted further gains while Charlotte declined.

The meaning of such rapid gains is not entirely 
clear, largely because of the questionable compar
ability of the base figures from which the changes 
were measured. Nevertheless, faced with increas
ingly serious obstacles in their search for workers to 
staff new offices, factories, and stores in a rapidly 
expanding economy, employers are turning more and 
more to advertising and are incurring additional ex
penses as a result.

National Labor Market Ratings The Department 
of Labor measures availability of labor in centers 
of production and employment throughout the 
country, rating them on both present conditions 
and the outlook reflected in local employers' esti
mates of manpower requirements balanced against
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the expected supply. Despite evidence all last year 
of a strong demand for labor, the December ratings 
placed none of the nation’s 150 major labor market 
areas in Group A, which would signify “ overall labor 
shortage.”  The number of areas classified in Group 
B, “ low (1.5%  to 2 .9% ) unemployment,” however, 
rose over the year from 27 to 48. During the same 
period the number in Group C, “ moderate (3.0%  to 
5 .9% ) unemployment,” dropped from 94 to 83; and 
those in Groups D, E, and F, “ substantial (6.0%  or 
more) unemployment,”  numbered 19 in December
1965 compared to 29 a year earlier.

Although these national ratings do not indicate 
acute shortages in the general labor supply, they do 
show a significant reduction in surplus labor over 
the past year. Furthermore, by the Fourth Quarter 
of 1965 most areas were plagued by specific scarcities 
of considerable intensity, particularly of experienced 
workers. As a result, according to the Department 
of Labor, occupational opportunities were relatively 
plentiful at the beginning of 1966 for engineers, 
scientists and technicians, skilled and semiskilled 
metal workers, medical and health workers, school 
teachers and college instructors, and certain types of 
craftsmen, mechanics, and service workers.

In the Fifth District, Charlotte was reclassified in 
December from Group C to Group B and was one 
of the nation’s three major labor markets that ad
vanced to a higher rating. Among all areas, 47% 
of those located in the Fifth District were rated “ B ” 
compared to 32% nationally, 40% in the District 
were rated “ C” compared to 55% nationally, and 
13% were rated “ D ” or lower in both the District 
and the nation. The “ B” rating was accorded 
Washington, all four major areas in Virginia, and 
two of five major areas in North Carolina.

The Statistical Record The follow ing table com 
pares labor force trends in the District since 1960 
with patterns of national growth.

Per Cent Change 1960-1965 Unemployment

Civilian Civilian Rates (%)

Labor Force Employment Unemployment 1960 1965

u. s. 7 8 - 1 2 5.6 4.6

5th Dist. 10 12 - 2 5 5.0 3.4

Md. 12 15 - 3 3 5.6 3.4
Metro. D. C. 25 25 6 2.6 2.2
V a. 11 12 - 2 6 4.1 2.7
W. V a. - 6 -  1 - 4 2 11.5 7.0
N. C. 9 10 - 1 5 4.5 3.5
S. C. 5 6 - 1 9 4.4 3.4

The changes shown in the table were accompanied 
by population increases of 8%  in both the District 
and the nation. Within the District, population

changes ranged from a 13% rise in Maryland to a 
2%  decline in West Virginia. Labor force participa
tion (the ratio of labor force to population) rose a bit 
in the District while declining slightly in the nation.

A  few developments reflected in the table are of 
special interest. The growth of the labor force in 
metropolitan Washington since 1960 has been so 
rapid that the number of unemployed persons rose 
even though the unemployment rate dropped from 
2.6% to 2.2% of the civilian labor force. In West 
Virginia, part of the striking decline in the number 
of unemployed reflected continued declines in the 
labor force. Elsewhere in the District, Maryland 
registered the largest gains in labor force and em
ployment and the sharpest drop in unemployment.

Local Reports Reflect Strength Labor market 
reports from localities around the District quite con
sistently show further increases in employment and 
employment opportunities. In Maryland, besides 
strong seasonal increases in retail trade and in Fed
eral Government jobs, substantial gains occurred in 
December and continued in January in transportation, 
primary metals, and electrical equipment. Employ
ment in construction has continued at all-time highs. 
The factory workweek and average hourly earnings 
in the Baltimore area have continued to rise. In
creasing amounts of overtime have been reported in 
a number of industries.

Washington shows much the same picture except 
that manufacturing activity is comparatively small. 
Nearly 50,000 jobs were added in the Washington 
area during 1965, almost three times as many as in 
the previous year.

Virginia’s record is similar. New workers have 
recently been hired by producers of textiles, apparel, 
paper, and chemicals, and high levels of employment 
prevail in furniture, metals, transportation equipment, 
machinery, and electrical equipment.

In the Carolinas, jobs and job opportunities have 
continued to increase in textiles, furniture, chemicals, 
machinery, and electrical equipment, with smaller 
but significant gains in stone, clay, and glass products, ( 
transportation equipment, paper and paper products, 
and printing.

Locally, statewide, throughout the District and 
across the nation, the demand for labor has continued 
to rise in virtually all sectors of economic activity.
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THE FIFTH DISTRICT

CHANGES IN BANKING STRUCTURE

Banking is a dynamic business, and its rapid 
growth and change is very apparent in the Fifth Fed
eral Reserve District. At the beginning of 1965, 
there were 882 banks and 1,892 branches in the Dis
trict. During the year, nine new banks were estab
lished, but 30 were absorbed through merger for a 
net reduction of 21. The number of branches rose 
sharply, however, to 2,047 at the end of the year. 
The 30 merged banks were converted into branches, 
128 new branches were opened, and only three of
fices were closed, resulting in a net increase of 155 
branches. With 21 fewer banks and 155 more 
branches, the total number of banking offices in the 
District increased by 134 to 2,908.

Changes in banking structure varied widely from 
state to state, depending upon provisions of state 
banking laws, number of banks and branches already 
in existence, trends in business activity, and other

factors. In general, however, the trends of recent 
years continued through 1965 for individual states 
as well as for the District as a whole.

In the past three years, the greatest changes in 
District banking structure have occurred in V ir
ginia. This apparently is the result of the 1962 
amendment of the state’s banking laws, which per
mits Virginia banks to branch on a statewide basis 
through merger. During the period 1962-1965, 65 
mergers resulted in the conversion of banks to 
branches, and 177 new branches were established. 
With 26 new banks formed and one failure, there 
were 40 fewer banks but 238 more branches at the 
end of the three-year period.

In 1965, three new banks were established in V ir
ginia, and 18 absorbed by mergers, resulting in a 
net reduction of 15. Seventy-two branches were 
added, of which 54 were new branches and 18 were

NUMBER OF COMMERCIAL BANKS AND BRANCHES 
Fifth District*
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CHANGES IN NUMBER OF BANKS AND BRANCHES
Fifth District*

December 31, 1964 to December 31, 1965

D. C. Md. Va. W .V a . N. C. S. C. Total

All Commercial Banks

Number of banks, beginning of period 15 121 277 184 152 133 882

New bank organized 2 3 3 1 9

Mergers and absorptions 1 18 6 5 30

Voluntary liquidations and suspensions

Number of banks, end of period 15 122 262 187 146 129 861

Net change +  1 -  15 +  3 -  6 -  4 -  21

Branches and Additional Offices

Number of branches, beginning of period 84 369 486 711 242 1,892

New branches established 4 24 54 21 25 128

Banks converted into branches 1 18 6 5 30

Branches discontinued 1 2 3

Number of branches, end of period 88 394 558 737 270 2,047

Net change +  4 + 2 5 +  72 +  26 +  28 +  155

Change in Banking Offices +  4 + 2 6 +  57 +  3 +  20 +  24 +  134

‘ Including six West Virginia counties which fall outside the Fifth District. 

Source: Board of Governors of the Federal Reserve System.

converted from merged banks. The net result was 
a total of 57 new banking offices in the Old 
Dominion.

Although statewide branch banking is permitted 
in South Carolina, the distribution of population and 
of economic activity provided little incentive for wide
spread branching until recent years. Since 1960, 
however, branching activity has increased consider
ably, and in 1965, more branches were established 
in South Carolina than in any other state in the 
Fifth District, except Virginia. Five merged banks 
were converted into branches, 25 new branches were 
established, and only two were discontinued, for a 
net increase of 28 branches. The total number of 
banks, however, declined by four as five were 
absorbed by merger while one new bank opened. 
Thus, there was a net increase of 24 banking offices.

Maryland, which also permits statewide branch 
banking, gained 26 banking offices during the past 
year. There were two new banks and one merger 
which resulted in the conversion of a bank to a 
branch. With 24 new branches formed and no 
branches discontinued, there was a net increase of 
one bank and 25 branches.

In North Carolina, w'hich has the largest number 
of banking offices in the District, the trend of recent 
years continued in 1965, but at a slower pace. Six 
banks were absorbed through mergers, and all of 
them were converted to branches. Twenty-one new 
branches were established and one discontinued, for 
a net increase of 26 branches and 20 banking of

fices. This compares with the addition of 35 banking 
offices in 1964, 57 in 1963, and 50 in 1962. North 
Carolina ended 1965 with a total of 883 banking of
fices, compared with 820 in Virginia, 516 in Mary
land, 399 in South Carolina, 187 in West Virginia, 
and 103 in the District of Columbia.

West Virginia is unique in the Fifth District in 
that it prohibits branching entirely. There the three 
banks established in 1965 represent the entire change 
in the banking structure, raising the total number of 
banking offices from 184 to 187.

There were no new banks opened in the District 
of Columbia in 1965, but four branches were added, 
bringing the total to 15 banks and 88 branches.

Changes in the banking structure of the Fifth Dis
trict in 1965 comprise a continuation of trends dating 
back to 1935, as shown in the chart. For the past 
30 years, the number of banks has been very gradu
ally declining, as mergers have outpaced the estab
lishment of new banks, while the number of branches 
has grown at an increasing rate. It has been only 
ten years since branches became more numerous than 
banks, but they already outnumber banks two to one. 
Structural changes continue to provide more offices 
with fewer banks.
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THE FIFTH DISTRICT

The District’s statistical record for the past several 
months suggests two generalizations. First, business 
gains chalked up in December and January were well 
in excess of normal growth. Second, although the 
rate of advance of the District economy remained 
strong through the first quarter, it may have slowed 
a little in February and March. Employment indi
cators in particular reflect this pattern. Data cited 
are seasonally adjusted unless otherwise specified.

Labor Markets Since September District non- 
agricultural employment has increased in every 
month for which data are available, but the rate of 
growth slowed in February and again in March. 
Declines, infrequent among major employment sec
tors so far this year, occurred in mining in January 
and in trade and construction in March. Employ
ment increases have been accompanied by rising 
factory man-hours, which gained more than 1% in 
November and December and 2%  in February. In 
March, however, man-hours declined in several in
dustries, and the rise in the District total was the 
smallest in six months.

In the Labor Department’s February ratings, over 
half of the District’s major labor markets were in 
the “ B” or “ low unemployment” classification. Na
tionally, about one third of the major labor areas were 
so rated. While no major area in the District or 
elsewhere has yet been placed in the “ A ” ( “ over-all 
labor shortage” ) group, evidence of tight labor con
ditions has continued to mount. In February for 
example, the National Industrial Conference Board’s 
Help Wanted Index (1957-59=100) reached all- 
time highs of 357 for Charlotte and 343 for Wash
ington. The February figure for Richmond was 238, 
down from an all-time high of 275 last December. 
The national index, an average for 52 cities, was 190 
in February. The increase in help-wanted adver
tising between November and February was 8%  for 
the three Fifth District cities compared to 5% for the 
52-city national total.

Construction and Trade Construction em ploy
ment, after rising steadily from September through 
February for a total gain of 4%  in six months, de
clined slightly in March. District building permits,

up one third in February to a record high, receded 
slightly in March. The value of new construction 
contracts, at an all-time high in January, dropped 
sharply in the second month of the year but was still 
the highest February total on record. Contract 
awards have fluctuated as usual but at considerably 
higher levels than in other recent years.

Employment in trade increased in January and 
February but dropped slightly in March while hold
ing a 4%  margin over a year earlier. District retail 
sales (not seasonally adjusted) were just under $1.7 
billion in February, up 9%  from February 1965. The 
year-to-year rise was greater in February than in 
January but not as great as in December. Sales last 
December were a record $2.6 billion, up 14% from 
December 1964 with gains especially strong in 
durable goods, 37% in automobiles and 15% in 
furniture and appliances. By comparison, December 
retail sales nationally were 9%  greater in 1965 
than in 1964.

Bituminous Coal W ith demand for coal the 
strongest in several years, production reached the 
highest first quarter level since 1957. In the four 
weeks ended April 2 production rose 2%  over the 
previous four-week period. Mining employment rose 
in both February and March after declining slightly 
in January. Later in April, however, a flurry of local 
strikes, reflecting dissatisfaction with the early re
sults of labor contract negotiations, cut employment 
and production quite sharply. By the end of April 
most of the striking miners in the Fifth District had 
returned to work with the understanding that the 
new contract would raise their pay $1 to $1.32 per 
day retroactive to April 1. The new contract will 
run for two and a half years.

Personal Income Total personal income in the 
Fifth District rose 7.7% between 1964 and 1965 
compared to a gain of 7.2% nationally. State totals 
in the Fifth District were $10.7 billion in Virginia, 
up 7.5% from the previous year; $10.6 billion, up 
9.0% in Maryland; $10.0 billion, up 6.7% in North 
Carolina; $4.7 billion, up 9.6% in South Carolina; 
$3.6 billion, up 5.8% in West Virginia. The figure
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for the District of Columbia was $2.9 billion, up 
6.2% from 1964.

On a per capita basis, Fifth District personal in
come rose 6.2% in 1965, to $2,354. This was still 
well below the national figure of $2,724, although 
the relative increase in 1965 was greater for the Dis
trict than for the nation. In the Fifth District, only 
the District of Columbia with $3,673, the nation’s 
highest, and Maryland at $3,014 topped the national 
average. The figures for the other District states 
were $2,392 in Virginia, $2,028 in North Carolina, 
$2,007 in West Virginia, and $1,838 in South Caro
lina. Growth of per capita personal income in the 
District in 1965 ranged from a high of 8.8% in South 
Carolina to 5.4% in Virginia and the District of 
Columbia. The national growth rate was 5.8%. 
Among all 50 states, 1965 per capita personal income 
ranged from a high of $3,375 in Alaska to a low of 
$1,566 in Mississippi.

Banking Loans outstanding at Fifth District 
weekly reporting banks have displayed unusual 
strength in recent weeks. Total loans, 18% ahead 
of 1965 at the start of the year, declined less than 
seasonally in January and early February and then 
began rising at a faster-than-seasonal pace. Com
mercial and industrial loans, 17% greater in early 
January than in the comparable period of 1965, held 
firm until the spring upswing and by the end of April 
were more than 18% above the year-earlier level. 
Real estate loans, recently averaging 20% above cor
responding 1965 levels, have closely paralleled last 
year’s pattern of growth. The “ all other” (pri
marily consumer) loan category, on the other hand, 
has shown less vigor than in any of the previous four 
years. These loans began the year some 16% above 
the year-earlier level, but by the end of April the 
margin had diminished to 13%.

In the first half of January total investments of 
Fifth District weekly reporting banks were close to 
the year-earlier level. After the middle of February, 
however, substantial liquidations occurred and in the 
last week of April total investments were 2%  lower 
than at the first of the year and 3%  lower than in 
the comparable week of 1965. The reductions were 
concentrated in Government securities accounts, 
which in the final week of April were 8%  lower than 
in January and 14% under the year-earlier level. 
Holdings of other securities, mainly municipals, were 
up 5% from January and 17% from April 1965. The 
ratio of other securities to U. S. Governments at 
weekly reporting banks rose between January and 
the end of April from 50% to 75% in the District 
and from 77% to 112% nationally.

one-price cotton

The Textile Industry

(Continued from  page 5)

the strong profit margins that have been maintained 
by the chemical industry.

The chart on page 4 shows that wholesale prices 
of cotton products and man-made fiber products 
moved in more or less parallel fashion from 1960 
through 1963 with the price level, relative to the 
1957-59 base, considerably lower for man-mades than 
for cottons. In 1964, however, the price of man- 
made goods rose in response to rising demand while 
that of cottons declined as the reduced cost of cot
ton more than offset the effects of increased demand. 
In 1965 with the textile boom well under way, cot
ton product prices turned slightly upward in response 
to demand, while average prices for man-made 
fabrics resumed their long-run downward trend.

Textile profits, except for cyclical variations such 
as those associated with the recessions of 1958 and 
1960, remained almost unchanged from 1956 through
1963. The last four years of that period appear in 
the chart on page 5. In 1964 the cost of cotton 
dropped sharply, and profits began a fast rise, dou
bling between 1963 and the end of 1965. Profits 
before Federal income taxes rose to 4.7% of sales 
in the first quarter of 1964 and to 7.3% by the 
fourth quarter of 1965. The 1965 profit figures on 
the chart are quarterly data adjusted to annual rates 
but are not seasonally adjusted.

The 1.965 and 1966 capital outlay figures, however, 
shown on the same chart with profits, are seasonally 
adjusted annual rates. During the early 1960’s the 
textile industry spent for new plant and equipment 
gradually rising amounts averaging less than half 
a billion dollars per year. The rate of spending in
creased rapidly after 1964 and reached nearly one 
billion dollars in 1965. Spending actually passed the 
billion-a-year rate in the third quarter of 1965. 
Capital outlays for 1966 are estimated at more than 
$1.3 billion. Profits, capital outlays, and virtually 
all measures of textile prosperity have continued to 
surge upward responding to a prosperous nation’s 
rapidly growing demand for textile products.

PHOTO CREDITS

Cover—National Cotton Council of Am erica. 6. & 7. 
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THE FIFTH DISTRICT

The automobile influences nearly every facet of 
modern living. Production, distribution, and use of 
motor vehicles generate large flows of income in all 
parts of the country and contribute substantially to 
the success of many different enterprises. Personal 
expenditures suggest the magnitude of these income 
flows. In 1964, consumers across the country spent 
$21.7 billion on new cars, $14.0 billion on gasoline 
and oil, $5.6 billion for services such as maintenance, 
repairs, and parking, $3.4 billion for interest on auto
mobile debt, $3.0 billion for tires, accessories, and 
parts, $2.1 billion for insurance, and $0.4 billion for 
tolls. These outlays, totaling $50.2 billion, repre
sented one eighth of all personal expenditures, and 
more billions were spent on highways, showrooms, 
shops, service stations, and other related facilities.

Statistical Comparisons Passenger cars in use 
in the Fifth District on July 1 last year numbered 
5,629,300, about 8%  of the national total. The dis
tribution within the District showed 1.5 million in 
North Carolina, 1.3 million in Virginia, 1.1 million 
in Maryland, 0.8 million in South Carolina, 0.6 mil
lion in West Virginia, and 0.3 million in the District 
of Columbia. Relative to population there were 
fewer cars in the Fifth District than in the rest of 
the nation. The ratio of residents to passenger cars 
was 3.2 in the District compared to 2.8 nationally and 
ranged within the District from 2.7 in the District 
of Columbia to 3.4 in Virginia.

Comparisons with other nations show that in mid- 
1965 there were more cars in the Fifth District than 
in all of Canada, more than in South America and 
Africa combined, more than half again as many as 
in all the countries of Asia including Japan. Only 
three European countries, the United Kingdom, West 
Germany, and France, had more passenger cars than 
the Fifth District, and Russia had less than one mil
lion, about 11% more than South Carolina.

Comparisons among regions that differ widely in 
social, political, economic, and geographical charac
teristics need a good deal of help from other sources 
to support any extensive conclusions. They do, how
ever, provide a general commentary on differences 
in population mobility. For comparison with the

Fifth District’s 3.2 ratio of population to passenger 
cars, the figure was 3.7 in Canada, 6.0 in France,
6.4 in the United Kingdom, and 6.8 in West Ger
many. The lowest European rate for a major 
country was 4.6 in Sweden. The lowest ratios out
side of North America were 3.8 in New Zealand and 
4.2 in Australia. Russia had 300 persons per pas
senger car. Ratios in Asian countries ranged from
7.4 in oil-rich Kuwait, 32.2 in Israel, and 57.3 in 
Japan to nearly 2,340 in Korea.

Compared to the United States most countries give 
more emphasis to buses and trucks. In the United 
States and the Fifth District in mid-1965, passenger 
cars represented about 83% of all vehicles in opera
tion. In Canada and the United Kingdom, the ratio 
was only slightly lower. In West Germany, how
ever, it was considerably larger, 91%. Elsewhere in
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Source: U. S. Department of Commerce, Bureau of 
the Census.

the world, ratios of passenger cars to total vehicles 
were 70% in Africa, 60% in South America, 40% 
in Asia, and 21% in the Soviet Union.

New Cars Set Records New cars sold in the Fifth 
District in 1965 numbered 792,000, about 14% of 
the total in operation at mid-year. Prior to the cur
rent buying spree, the record year against which all 
others were measured was 1955, when District sales 
topped 536,000. The 1955 figure was exceeded in 
the Fifth District in 1962 but not until 1963 in the 
nation as a whole. District sales last year were up 
48% from the 1955 level, and the District’s share 
of national sales rose during the ten-year period from 
7.5% to 8.5%. Particularly large increases occurred 
in 1962, 1963, and in 1965 when gains ranged from 
14% in Maryland to 18% in West Virginia. Relative 
growth between 1955 and 1965 ranged from 19% in 
West Virginia to 63% in Maryland. Three states 
accounted for nearly three fourths of the new cars 
sold in the District last year: Virginia with 201,000, 
Maryland with 193,000, and North Carolina with
191,000. To compare recent growth with the old 
records set in 1955, the chart on page 11 shows an
nual sales from 1960 to 1965 in the nation and sub
divisions of the Fifth District expressed as per
centages of the 1955 volume. The national rate of 
growth was exceeded during this period in all Dis
trict states except West Virginia.

Importance in Retail Sales A utom otive sales, 
which include used cars and accessories as well as 
new cars, exceeded $5.6 billion in the Fifth District 
in 1965 and accounted for nearly one fourth of all 
retail sales. Automotive sales nationally totaled over 
$56 billion, about one fifth of total retail volume. The 
chart opposite compares District and national growth 
in automotive retail sales during the past three years. 
The unusual size of last year’s gains, a little over 12% 
in the District and a little below that figure in the 
nation, is clearly apparent. The Fifth District ac
counted for 10% of national automotive sales com
pared to 8.5% of new car sales due largely to the 
District’s relatively bigger used car business.

Other Factors Nearly one fourth of all state tax 
revenues are linked to the use of motor vehicles. 
In the Fifth District the fraction has recently been 
slightly more than one fourth with motor vehicle fuel 
taxes in 1965 contributing $411 million, vehicle 
licenses $144 million, and vehicle operators’ licenses 
$11 million toward total state tax revenues of about 
$2.2 billion. Among the five states, the proportions 
of total tax revenues linked to the use of motor 
vehicles were 33% in Virginia, 23% in West V ir
ginia, 24% in each of the Carolinas, and 21% in 
Maryland.

Among the District states only Maryland and V ir
ginia produce automobiles. Last year’s figures show 
over 206,000 units assembled in Maryland and nearly
85,000 built in Virginia. The District total was 
little more than 3%  of the national output but made 
a significant contribution to local income flows.

The number of franchised dealers in the District 
declined from over 3,500 in 1955 to less than 3,000 
in 1960, to about 2,750 early this year. Competition 
has resulted in fewer outlets covering larger areas 
and handling more models and styles. Although the 
actual number of dealers declined, the District’s 
share of the national total rose during the period 
from 7.9% to 8.3%.

Note: Data cited in this article include the counties 
of W est Virginia’s northern panhandle, part of the 
Fourth Federal Reserve District. The charts and several 
other references are based on data compiled by R. L. 
Polk & Co., and further use is prohibited without Polk 
permission.

PHOTO CREDITS
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THE FIFTH

Expansion continues to be the dominant theme of 
Fifth District business conditions, although signifi
cant counter forces have developed in recent weeks 
to slow the rate of growth in some sectors. Outlays 
of consumers, businesses, and government agencies 
continue at high levels, but are encountering increas
ingly restrictive resource constraints. Labor mar
kets have become progressively tighter, with skilled 
workers in especially short supply. Other forces 
working counter to the general expansion have 
emerged in a distinctly dimmer outlook for construc
tion and in a nationwide slowdown in automobile 
sales. Clouded prospects in these two major sectors, 
coupled with growing wage pressures, have had a 
dampening effect on the boom psychology that char
acterized both the District and the nation earlier in 
the year.

Construction Outlook Weaker Monthly values 
of new construction contracts in the District, com
piled by the F. W . Dodge Company, chalked up an 
unprecedented series of highs between August 1965 
and January 1966. The seasonally adjusted figure 
for January, an all-time high, was followed by a sharp 
decline in February. The figures thereafter showed 
virtually no trend, although the April volume was the 
smallest since last July. From February through 
May, the latest four months for which figures are 
available, contract values were 3%  above year-earlier 
levels. Compared to last fall, however, the volume 
of new construction contracts has declined signifi
cantly, averaging between February and May 17% 
lower than in the August-January period.

These District developments contrast quite sharply 
with the national figures which continued to rise 
through April and declined slightly in May. National 
contract values from February through May aver
aged 8%  higher than in the preceding six months. 
Whereas District contract values in the latest four 
months were only 3%  above the year-earlier level, the 
national fugures showed a rise of 9%.

Regional prospects also differ somewhat from the 
national with regard to particular sectors of the con
struction business. In the District during the early

DISTRICT

spring, new contract values declined more slowly in 
the residential than in the nonresidential classifica
tion. From February through May residential 
awards averaged 10% below the November-January 
pace while all other types dropped 19%. Nationally, 
on the other hand, residential contract values main
tained average levels about on a par with those of 
last fall while the nonresidential total rose to new 
highs. The shortage of mortage money became more 
acute during April and may be expected to show up 
in reduced flows of new residential business both 
regionally and nationally when late spring and sum
mer figures become available.

Construction Currently Strong The earlier de
clines in contract awards may have begun to dampen 
the fast pace of current construction activity in the 
District, although the timing of this relationship can 
seldom be determined wTith certainty. Building per
mits remained strong through March following an 
all-time high in February but dropped sharply in 
April and remained at the lower level in May. Em
ployment in the District’s construction industry also 
suggests some decline. Although the number of 
workers employed by private contractors rose steadily 
between January and May, gains in April and May 
were smaller than usually occur in those months. On 
a seasonally adjusted basis employment declined 3% 
in April and an additional 2%  in May. At least 
part of this decline appears to be due to difficulties in 
recruiting and retaining construction labor. Build
ers were affected by the developing labor shortage 
somewhat sooner than most employers, and partic
ularly tight labor conditions continue to be reported 
by contractors in some areas of the District. What
ever the prospects, the current backlog of construc
tion work is still large enough to strain productive 
capacity in many parts of the District.

Labor Shortage Acute The steady advance of 
business over the past several months has cut deeply 
into the District’s margin of unused labor. E x
perienced workers now are virtually unavailable any
where in the District unless hired away from other 
employers, and in some labor markets students out 
of school for the summer comprise the majority of
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jobseekers. In all probability some of the nation’s 
tightest labor markets during May and June were 
located in regions of the Fifth District where textile 
and garment manufacturers, furniture producers, 
other large-scale employers, and a host of new or 
growing service industries were scouring the coun
tryside for workers. Textile and apparel firms 
needed more help than most could find to meet an 
extraordinary backlog of orders built up by a combi
nation of strong consumer demand and the rising 
needs of the Defense Department. Furniture pro
ducers, with a level of demand that rose more than 
50% between 1961 and 1965 and is now about one- 
eighth higher than last year, are trying to staff new 
facilities by dividing experienced workers between 
the new plants and the old and filling the gaps in 
both with whatever help is available. Prosperity in 
these and other District industries provided a power
ful stimulant to all service-type enterprises. Labor 
turnover soared as workers tried new jobs which 
were readily available and offered such attractions 
as better working conditions, more pay, and larger 
fringe benefits.

The early consequences in markets where demand 
outstrips supply are well illustrated by recent events 
in some of North Carolina’s predominantly textile 
counties. As backlogs mounted, textile firms pressed 
every unit of existing equipment into service and in
stalled new machines as fast as they could be acquired. 
New facilities under construction were pushed toward 
completion with all practical speed. Mills intensi
fied their efforts to use labor more efficiently. New 
equipment incorporating additional automatic con
trols and requiring less labor was pressed into serv
ice wherever possible. Workers all along the line 
were offered special training and other inducements 
to advance to higher paying jobs. Intense efforts 
were made to bring new workers into the mills to fill 
the less skilled positions and to build a reservoir of 
trainable workers, anticipating the labor needs of 
mills still under construction.

Problems of Prosperity Industrial prosperity, 
primarily in textiles, spread rapidly to other busi
nesses. Service enterprises catering to both individu
als and business firms soon felt the impact of rising 
demand. The volume of retail and wholesale trade in
creased. Demand for commercial transportation in
creased sharply. A  large trucking firm headquartered 
in the area recently reported more than a one-fifth in
crease in volume over last year. A  secondary wave of 
demand inundated the local labor market and began 
luring textile workers, even experienced ones, away 
to higher paying jobs. Local unemployment rates

dropped almost to the vanishing point. Rates of 
insured unemployment were well below 1% in some 
areas with total unemployment estimated at around 
2%  or less. Residents saw essential services, such 
as trash collection, threatened by the labor shortage. 
Even increased wages paid for such services failed 
to prevent some deterioration in the quality of per
formance.

Local employers, educators, and employment serv
ice officials stepped up their cooperative efforts to 
alleviate the situation through in-migration and train
ing. Many employers resorted to extensive advertis
ing, spelling out details of available jobs for the first 
time within the memory of many observers. Adver
tising campaigns were extended into isolated rural 
areas, and in some instances representatives were 
sent to “ sell” job opportunities and to assist those 
willing to enter the job market with transportation 
and lodging. Special training courses were organized 
tailored largely to the needs of the textile industry, 
although other kinds of instruction were also offered. 
Courses were designed to aid not only the unskilled 
workers but also to prepare experienced workers for 
more highly skilled jobs.

The textile mills raised wages and fringe benefits 
during the first half of June, hoping thereby to 
strengthen their competitive standing in the labor 
market. Their experience to date, however, leaves 
them wondering if the situation would have been any 
worse had wages remained unchanged. Some mills 
have taken the revolutionary step of offering four- 
hour shifts to moonlighters who are willing to work 
eight hours at their primary jobs and then put in 
four more at the mill.

Retired workers are a significant source of emer
gency labor. Despite rather advanced age in some 
cases, these highly skilled people are helping out 
where the need is greatest by coming in on regular, 
four-hour, or even on two-hour shifts. The most 
significant factor in the picture at the moment, how
ever, may well be the availability of students out of 
high school and college for the summer. Workers 
from this group are filling many of the less skilled 
positions in textile mills and other industrial plants 
so that experienced workers can be trained up to new 
responsibilities. Many industries in this area are 
expected to have some further adjustments to make 
if general labor market conditions are still tight when 
student employees return to their classes this fall.

PHOTO CREDIT
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THE FIFTH DISTRICT

High level business activity continues in most parts 
of the Fifth District. The demand situation gen
erally appears to be somewhat stronger now than in 
late Spring and early Summer. The impact of Fed
eral Government spending for defense needs is in
creasingly being felt by District manufacturing in
dustries, and business capital outlays are also helping 
to sustain the present levels of employment and 
output.

The latest statistics suggest that consumer willing
ness to spend is picking up again. Even automobile 
dealers are reported optimistic. While it is too early 
to say definitely, recent sales figures suggest that the 
worst of the slump may be over and that the months 
ahead will bring rising sales. Other durables— most 
notably air conditioners— have been selling well 
during the summer months.

District labor markets are apparently tighter now 
than they were a month ago, and it is clear that in 
a number of industries further output gains will be 
limited by shortages of skilled workers. Reports from 
several cities indicate that office workers are in par
ticularly short supply. Some firms have temporarily 
solved this problem by hiring college and high school 
students for the summer months. In September, of 
course, other adjustments will be necessary.

The growing tightness in local markets is perhaps 
best evidenced by the current unemployment data. 
In each of the five states and D. C., rates of insured 
unemployment have fallen to record lows for the 
statistical series now in use. The table at the bottom 
of this page traces the steady year-to-year decline 
of these rates since 1961 and also points up the un
usually rapid drop of rates during the first six 
months of 1966.

The Textile Outlook June and July are always 
slow months for textile producers. This year was 
no exception. Mills have received relatively little 
new business during the past six weeks. Most pro
ducers have welcomed the lull, however, since order 
backlogs are at or near an all-time high and many 
mills have already sold their output through the first 
quarter of next year.

In large measure, the current prosperity of the in
dustry is based on military demand. The Defense 
Department’s textile and apparel purchases during 
the fiscal year ending June 30 are estimated by the 
American Textile Manufacturers Institute at $1.1 
billion, more than three times their volume in the 
preceding fiscal year. The Institute estimates that 
the primary textile industry supplied to the military

INSURED UNEMPLOYMENT 

W eekly Rates

Annual Averages _____________________Monthly Averages— 1966______________________  <

1960 1961 1962 1963 1964 1965 January February March April May June

M aryland 5.0 5.4 4.4 3.7 3.1 2.4 2.9 3.5 2.3 1.5 1.2 1.1

District of Columbia 2.0 2.2 2.0 2.2 1.8 1.6 1.7 2.2 1.6 1.1 1.1 1.0

Virginia 2.7 3.0 2.0 1.8 1.5 1.1 1.1 1.7 1.3 0.8 0.7 0.6

W est Virginia 7.6 8.1 6.7 5.8 4.6 3.6 4.8 5.2 3.7 2.8 2.3 2.1

North Carolina 4.5 5.1 3.8 3.8 3.3 2.5 3.1 3.2 2.4 1.9 1.7 1.6

South Carolina 3.5 4.2 3.4 3.2 2.8 2.2 2.4 2.1 1.7 1.4 1.3 1.3

Source: U. S. Department of Labor.
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about a half billion yards of material in fiscal 1966.
The outlook for the intermediate-term future is 

buoyed by anticipation of a continuing substantial 
volume of military purchases. The Defense Per
sonnel Support Center, purchasing agent for the 
Armed Services, has forecast large volume buying of 
primary textiles and apparel during the final half 
of 1966.

Recent Growth in Textiles Some perspective on 
the growth of the textile industry in recent years 
may be gained from the two charts on this page. 
The chart in the top right-hand corner shows indexes 
of manufacturing man-hours in textiles for the United 
States and for the Fifth District. Between 1960 and
1965, the labor input in the national textile industry 
as a whole, as reflected by the man-hours index, 
rose 4% . By comparison, the labor input at Fifth 
District mills rose 15% during the same period. 
There is a twofold explanation for this difference. 
First, a more than proportional share of total in
dustry growth over this period has occurred in Fifth 
District states. Second, the manufacture of textiles 
is, on average, a more labor intensive process in the 
District than in the nation as a whole. This dif
ference between the District and nation may be ex
pected to diminish during the next several years as 
District mills continue to make high level capital 
outlays for modernization.

In the District and the nation, outlays for plant 
and equipment, both to replace outmoded equipment 
and to expand capacity, have been proceeding at an 
unprecedented rate. Capital expenditures in 1965 
were more than double the amount spent in 1959, 
and 1966 outlays are projected at a level more than 
three times above that of 1959. The investment 
trend has been pervasive within the industry. Not 
only have the larger textile firms continued to build 
automated plants for the production of high-volume 
goods, but smaller and more specialized producers 

, have been updating equipment and introducing labor- 
saving devices.

The introduction of new equipment has boosted 
productivity significantly throughout the industry. 
The chart at the lower right on this page shows the 
recent growth of textile output in the nation, 
measured by the industrial production index for 
textile mill products. Between 1960 and 1965, out
put rose 28%. As noted above, the labor input for 
the national industry, as measured by the index of 
man-hours, rose only 4%  during the same time span.

MANUFACTURING MAN-HOURS
TEXTILE MILL PRODUCTS

1957-1959=100 
130

Source: U. S. Department of Labor, Bureau of Labor 
Statistics and State Department of Labor.
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Source: Board of Governors of the Federal Reserve 
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Prosperity and Problems in Furniture Produc
tion at District furniture factories continues close to 
practical capacity. But sustained operation near the 
maximum output level is causing producers an in
creasing number of headaches. Sales continue brisk. 
At the Southern Furniture Market this summer, all 
lines moved well, and dealers were reported quite 
optimistic regarding prospects for the fall. Prices 
were up on a number of the lines, but the increases 
appear to have had no dampening effect on sales.

Despite problems of labor availability, the District’s 
furniture industry has been able to expand output 
at a remarkable rate during the past several years. 
The expansion was accompanied by increases in em
ployment and working hours, as is reflected in the 
chart on this page showing the rise of man-hours. 
Between 1960 and 1965, furniture and fixture man- 
hours at District manufacturing establishments went 
up 35%, more than twice the national gain. Pro
ductivity gains were also a factor. Figures on in
creased output per man-hour for District-based firms 
as a separate group are not available, but the general 
picture of what has been happening can be gained 
from national averages. The chart below shows an 
increase in production in the 1960-1965 period of 
36%, more than twice the 16% rise in labor inputs. 
The relatively large productivity gains suggested by 
these figures are all the more remarkable because

MANUFACTURING MAN-HOURS
FURNITURE AND FIXTURES

Source: U. S. Department of Labor, Bureau of Labor 
Statistics and State Department of Labor.
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much of the work in the furniture industry must 
be done by hand.

Cigarette Sales Up For the District tobacco in
dustry, happy times apparently are here again. 
Sales are climbing, stimulated by rising demand from 
armed forces overseas— in particular, the troops in 
Viet Nam. According to the latest U. S. Depart
ment of Agriculture estimate, 534 billion cigarettes 
were consumed during the fiscal year ending June 30,
1966. This was a 2 billion increase over consump
tion in the preceding fiscal year. Shipments to over
seas forces were the largest since 1952, and the rise 
in these shipments accounted for most of the in
crease in total consumption.

Continued Improvement in Coal In the bituminous 
coal industry, the undramatic but steady improve
ment which has been going on for several years 
continues. Employment has been running about 
1% to 2%  ahead of last year. In four of the first 
six months of 1966, production ran ahead of average 
monthly output in 1965, as indicated in the chart 
above. April production was depressed by strikes.

With electric utility consumption of coal still on 
the rise, the intermediate-term industry outlook is 
favorable.
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THE FIFTH DISTRICT
BANKING DEVELOPMENTS

The rate of total credit expansion at Fifth District 
member banks has been slower this year than in 
1965, and the pattern of growth shows the effects of 
the Federal Reserve’s policy of monetary restraint 
in the face of intense loan demand. Total loans have 
grown less rapidly so far this year than in the same 
months of the past two years, but growth of dif
ferent types of loans has varied widely. Business 
loans have expanded at an unprecedented pace, 
especially in June and July, while consumer, real 
estate, agricultural, and other loans have moved up 
at a slower rate than in other recent years.

Fifth District banks have acquired a part of their 
funds for loan expansion by liquidating invest
ments— U. S. Government securities in particular. 
The dollar volume of Governments held by District 
member banks declined over 13% in the first half 
of 1966. In spite of higher interest rates on time

and savings deposits, deposit expansion provided a 
smaller portion of reserve growth this year than in 
other recent years. District member banks turned 
to the discount window of the Federal Reserve Bank 
for a larger amount of reserves than in any of the 
past five years. Borrowing was concentrated pri
marily at reserve city banks in the first quarter, but 
in the second quarter country bank borrowing in
creased rapidly and reached record levels in some 
periods. Total bank reserves have continued to 
grow in the District, rising from $1.11 billion on 
July 28, 1965 to $1.20 billion on July 26, 1966, but 
record-smashing increases in interest rates indicate 
that the demand for credit has risen much more 
rapidly than the supply. Many District banks are 
now finding it necessary to ration credit and are 
denying loans for speculative purposes, inventory 
expansion, and some types of construction.
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THE FIFTH DISTRICT
TIME AND SAVINGS DEPOSITS

Never before have time and savings deposits and 
nonbank savings been as important in the financial 
structure of the nation as in the past two years. As 
demands for credit have surged ahead, the competi
tion for savings to help meet those demands has be
come more intense. Interest rates have risen and 
new types of deposit instruments have been created. 
Total personal and corporate savings have increased 
substantially in the past few years, but they have 
risen at a slower pace in 1966 than in 1965. At 
member banks, total time and savings deposits rose 
8.8% in the first six months of 1965, but only 6%  
in the first half of this year. At savings and loan 
associations, the rate of growth of savings shares 
has fallen considerably more.

As part of a national survey to learn more about 
recent rapid changes in interest rates and flows of 
savings, the Federal Reserve Bank of Richmond re
cently sent questionnaires to all member banks in the 
Fifth District. The banks were asked to provide in
formation on their time and savings deposits as of De
cember 3, 1965, March 2, 1966, and May 11, 1966. 
Reports were received from 406 of the 435 member 
banks, and this article briefly summarizes the infor
mation received.
Deposit Changes The most notable change in 
the composition of deposits between December 3,
1965 and May 11, 1966, was a marked increase in 
consumer-type time deposits— savings certificates and 
bonds, and certificates of deposit of less than $100,000. 
During that period, they rose 38%, while savings 
deposits rose only 3%  and all other time deposits, 
including certificates of deposit in denominations 
over $100,000, fell 9% . Among consumer-type time 
deposits, the greatest dollar increase occurred in 
savings certificates, which rose from $278 million to 
$417 million, a gain of 50%. Small denomination 
nonnegotiable certificates of deposit also rose sharply, 
from $176 million to $266 million.
Savings Deposits On December 6, 1965, the Board 
of Governors amended Regulation Q raising the 
maximum interest rate payable on time deposits to 
51/ 2% . In the next five and a half months, the gen
eral structure of interest rates on time and savings 
deposits rose substantially. Most of the increase in 
the Fifth District occurred between the survey dates 
of December 3 and March 2.

Although the maximum legal rate was not raised 
for savings deposits, the number of banks paying the 
maximum of 4%  rose from 242 in December to 290 
the following May. The number paying a maximum 
of 3.5% fell from 74 to 53, and those paying 3%  or 
less dropped from 87 to 62. Most of the larger 
banks, holding the largest amounts of deposits, had 
already been paying 4% , but the amount of deposits 
on which 4%  was paid rose from $2,777 million 
to $3,479 million.

S A V IN G S  D E P O S IT S
Maximum Interest Rate Paid by 

Fifth District Member Banks on Survey Dates
Dec. 3, 1965 Mar. 2, 1966 May 11, 1966

Per Cent N umber Amounts Number Amounts Number Amounts 
Paid of Banks ($ M il.) of Banks ($ M il.) of Banks ($ M il.)

3.00 or
less 87 275 68 228 62 163

3.50 74 689 71 670 53 198
4.00 242 2,777 266 2,927 290 3,479 

Total 403 3,741 405 3,825 405 3,840

Consumer-Type Time Deposits Rates were raised 
more on consumer-type time deposits than on savings 
deposits, and the pace of increase in the volume of 
these deposits was far greater. Of course, higher 
interest rates were not the only reason for the sharp 
increase. Faced with rapidly growing loan demand, 
banks stepped up their advertising and marketed con- 
sumer-type savings certificates, bonds, and cer
tificates of deposit very aggressively. The sub
stantial upward shift in the rate structure, however, 
was no doubt the most important factor in the de
posit expansion.
Savings Certificates Between December 3 and 
May 11, the number of banks paying 4%  or less on 
savings certificates fell from 130 to 81, and the 
amount of deposits at those rates dropped from $123 
million to $56 million. In the same period, the 
number of banks paying 4.5% or more rose from 
69 to 138, with seven of those paying 5% and two 
paying as much as 5.5%. The volume of certificates

S A V IN G S  C E R T IF IC A T E S
Maximum Interest Rate Paid by 

Fifth District Member Banks on Survey Dates
Dec. 3, 1965 Mar. 2, 1966 May 11, 1966

Per Cent Number Amounts Number Amounts Number Amounts 
Paid of Banks ($ M il.) of Banks ($ M il.) of Banks ($ M il.)

3.50 or
less 18 6 9 2 8 1

4.00 112 117 82 73 73 55
4.50 69 155 114 265 122 276
4.75 — . — . 6 19 7 35
5.00 — — — 7 7 32
5.25 — — — — ■ — - ------
5.50 — — - — * 2 *

Total 199 278 216 367 219 417
‘ Omitted to avoid individual bank disclosure.
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yielding 4.5% or more rose from $155 million on De
cember 3 to over $343 million on May 11.
Savings Bonds Bank savings bonds are issued 
by few District member banks and account for only 
a small fraction of the District’s time deposits. A l
though they have been very popular in some parts 
of the country, only ten District member banks had 
such bonds outstanding on May 11. The dollar 
volume fell from $31 million in December to $19 
million in May, although three of the ten issuing 
banks were paying a maximum of 5% on bonds.

SA V IN G S  BO N DS
Maximum Interest Rate Paid by 

Fifth District Member Banks on Survey Dates
Dec. 3, 1965 

Number Amounts 
of Banks ($ Mil.)

Mar. 2, 1966 
Number Amounts 

o f Banks ($ M il.)

May 11, 1966 
Number Amounts 

of Banks ($ Mil.)

3 * 3 * 3 *
3 30 4 22 4 18

- — 3 * 3 1

6 31 10 22 10 19

Per Cent 
Paid

3.50 or 
less

4.00
4.50 
4.75
5.00 
5.25
5.50 

Total
*Less than $500,000.

Nonnegotiable Certificates The volume of other 
nonnegotiable certificates of deposit outstanding rose 
51 % during the period covered by the survey from 
$176 million to $266 million. The gain probably

O T H E R  N O N N E G O T I A B L E  C E R T IF IC A T E S  OF D E P O S IT
Maximum Interest Rate Paid by 

Fifth District Member Banks on Survey Dates
Dec. 3. 1965 Mar. 2, 1966 May 11. 1966

Per Cent 
Paid

3.50 or

Number Amounts Number Amounts Number Amounts 
of Banks ($ M il.) of Banks ($ M il.) of Banks ($ Mil.)

less 12 2 9 1 7 1
4.00 41 38 27 20 28 19
4.50 32 137 41 62 42 65
4.75 — — 4 63 3 13
5.00 — — 4 91 6 80
5.25 — — — — 2 *
5.50 — — — — 1 *

Total 85 176 85 237 89 266
*Omitted to avoid individual bank disclosure.

was stimulated considerably by interest rate increases. 
The number of banks paying a maximum of 4%  or 
lower fell from 53 in December to 35 in May, while 
the number paying a maximum of 4.5% or higher rose 
from 32 to 54, with nine banks paying 5% or more.

Negotiable Certificates Under $100,000 Small 
CD’s are considered consumer-type debt instruments,

N E G O T I A B L E  C D ’ S IN  D E N O M I N A T I O N S  
O F  LESS T H A N  $100,000

Maximum Interest Rate Paid by 
Fifth District Member Banks on Survey Dates

Mar. 2, 1966Dec. 3. 1965 May 11, 1966
Per Cent Number Amounts Number Amounts Number Amounts 

Paid of Banks ($ M il.) of Banks ($ M il.) of Banks ($ M il.)

3.50 or
less 11 4 8 4 7 1

4.00 55 54 33 26 32 25
4.50 40 65 62 84 56 81
4.75 — — - 2 * 7 4
5.00 — .— 2 * 5 25
5.25 — - . — — • — 1 *
5.50 — — — — ■ — - —

Total 106 124 107 134 108 137

and interest rate changes on these certificates were 
similar to those on nonnegotiable CD’s. The in
crease in volume was much smaller, however. The 
number of banks paying a maximum of 4%  or less 
fell from 66 to 39, while those paying 4.5% or more 
rose from 40 to 69, but the total dollar volume out
standing rose only about 10%, from $124 million 
to $137 million.

Negotiable Certificates Over $100,000 By March 2, 
ten banks had raised maximum rates on large ne
gotiable CD’s above the 4.5% ceiling prevailing before 
December 6. By May 11, the number had grown 
to 13, while the number of banks paying 4.5% or less 
fell from 47 in December to 34 in May. The dollar 
volume of these certificates fell, however, from a 
total of $224 million in December to $222 million 
on March 2 and $203 million May 11.

N E G O T I A B L E  C D ’ S IN  D E N O M I N A T I O N S  
OF $100,000 O R  M O R E

Maximum Interest Rate Paid by 
Fifth District Member Banks on Survey Dates

Dec. 3, 1965 Mar. 2, 1966 May 11, 1966
Per Cent 

Paid
3.50 or

Number Amounts Number Amounts Number Amounts 
of Banks ($ M il.) of Banks ($ M il.) of Banks ($ Mil.)

less 7 4 6 4 5 3
4.00 17 16 10 6 9 8
4.50 23 204 24 30 20 20
4.75 — — 6 137 4 86
5.00 — — . 3 42 5 53
5.25 — _ 1 * 4 34
5.50 — — . — . — .— . —

Total 47 224 50 222 47 203
*Omitted to avoid individual bank disclosure.

Time Deposits, Open Account The number of 
Fifth District banks increasing rates on time deposits, 
open account, excluding Christmas savings and other 
special funds, was smaller than for any other type. 
Nineteen banks were paying 3.5% or less on De
cember 3 and on March 2. The number dropped to 
15 by May 11. In December, all of the 93 banks 
reporting such deposits were paying 4.5%, the legal 
maximum, or less, but on March 2, only four banks 
had gone above that level, and on May 11, only 
seven. The amount of deposits on which the higher 
rates were paid was substantial, however, and stood 
at $50 million on May 11.

T I M E  D E P O S IT S ,  O P E N  A C C O U N T
Maximum Interest Rate Paid by 

Fifth District Member Banks on Survey Dates
Dec. 3, 1965 Mar. 2, 1966 May 11, 1966

Per Cent 
Paid

3.50 or

Number Amounts Number Amounts Number Amounts 
of Banks ($ Mil.) of Banks ($ M il.) of Banks ($ M il.)

less 19 5 19 4 15 1
4.00 53 28 41 20 46 20
4.50 21 80 30 40 27 30
4.75 •—. — 3 53 3 16
5 00 —- — 1 * 3 34
5.25 ■— — — — j **
5.50 — — — • ■—■ —  -—-

Total 93 113 94 118 95 103
‘ Less than $500,000.
'Om itted to avoid individual bank disclosure.

‘ Omitted to avoid individual bank disclosure. Cover Photo Courtesy State Planters Bank o f  Commerce and Trusts
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THE FIFTH DISTRICT J K

Business activity continues to advance in the Fifth 
District although uncertainty over future prospects 
appears to be growing. Seasonally adjusted bank 
debits fell slightly in September but ran 1% ahead 
of the same month last year. The District index 
of building permits issued (seasonally adjusted) 
showed gains for the second consecutive month in 
September. The index recorded substantial in
creases in the third quarter after relative stability 
in the second quarter. The cumulative index for 
the first nine months of 1966 was about 1.5% ahead 
of the same period last year. Sales of retail establish
ments have picked up, although on a national level 
the latest survey conducted by the University of 
Michigan Research Center indicates that consumer 
optimism is waning. Interestingly, the survey also 
points out that consumer plans to make major pur
chases are almost unchanged from last year.

Employm ent September data on total nonfarm 
employment for the five states (D . C. not available) 
show a slight decline from August. The decline is 
probably accounted for in part by the return of 
students to school. Employment decreased in all 
major categories except transportation, communica
tions, and public utilities where there was an increase 
and in finance, insurance, and real estate where no 
change occurred. Growth in nonfarm employment 
in the five District states since last September, 
shown in the table, compares favorably with that of

■ the nation. Relative gains in four major employ
ment categories were greater for the District than 
for the nation.

In the week ended October 1, the rate of insured 
unemployment in Maryland, North Carolina, V ir
ginia, and the District of Columbia fell to the lowest 
level since the beginning of the present expansionary 
period in early 1961. West Virginia equalled the 
record low for the period established last month, 
and South Carolina was within .2% of its lowest 
point.

Manufacturing The index of manufacturing man- 
hours in August was virtually unchanged from July. 
However, the index shows a 5% increase over 
August 1965.

According to recent reports, durable goods manu
facturers point to weakness in their sector of the 
District economy. They indicate declines in new 
orders, backlogs, and hours worked per week al
though employment is reported up slightly. Non
durable goods manufacturers (except textiles), on 
the other hand, report increased strength in recent 
weeks. New orders and shipments seem to be up 
slightly, as are hours worked and employment.

Furniture The Fall F'urniture Market which 
opened October 21 in High Point, North Carolina, 
has been described as “ a slow market with big at-

T O T A L  N O N F A R M  E M P L O Y M E N T  

F I F T H  D I S T R I C T  S T A T E S *

(seasonally adjusted in thousands)
% Change 

5th District From Year A go  
September 5th District U. S.

Total Nonfarm
Employment 5,076.0 4.7 4.9

Manufacturing 1,660.6 4.6 5.7
Durables 626.8 7.3 7.6
Nondurables 1,033.8 3.0 3.1

Nonmanufacturing 3,415.4 4.7 4.6
Mining
Contract

71.7 4.8 1.8

Construction 
Transportation, Com 

munications, and 
Public Utilities

330.0 2.7 1.7

314.7 4.1 2.3
Trade
Finance, Insurance,

974.7 3.3 3.9

and Real Estate 
Services and

208.8 4.0 1.8

Miscellaneous 642.8 4.1 5.0
Government 872.7 7.8 7.8

^Excludes D. C. because September 1966 data are not 
available.
Source: U. S. Department of Labor and State Depart

ments of Labor.
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tendance, but poor buying” . Retailers are finding 
prices up generally about 2%  to 3%  from the April 
show and at least 4%  to 5% higher than last October. 
Trade sources report that most manufacturers expect 
no adverse effect on sales as a result of higher prices, 
but some retailers express concern that reduced 
home-building may cause some drop in sales.

Tight labor remains the industry’s biggest problem, 
and many spokesmen indicate that it is the greatest 
deterrent to expansion. Coupled with technological 
developments and a reported shortage of good 
quality hardwood lumber, manpower problems have 
encouraged utilization of more wood substitutes, and 
this year’s lines will include more structural and 
decorative plastics than ever before.

Textiles The textile industry continues to ex
perience some soft spots and industry spokesmen are 
concerned over the rapid rise in imports during the 
past year and the probable adverse effect on the in
dustry of the suspension of the 7% investment 
credit. Recent reports suggest that new orders, 
backlogs, and prospects for profits are down, while 
inventories have risen. Prices continue under down
ward pressure. One of the leading manufacturers of 
man-made materials recently announced a 4-to-12 
cent price reduction in its polyester blends; similar 
action was immediately taken by others in the field. 
Trade reports indicate that this action brings the 
quoted price more nearly in line with the actual 
trading price. It also makes the prices of man-mades 
more competitive with the recently reduced raw 
cotton prices.

The unprecedented labor shortage is also one of 
the most pressing problems facing the textile in
dustry. Not only is labor scarce, but the turnover 
rate is quite high. The scarcity of manpower has 
created special interest in the Southern Textile E x
position which opened in Greenville, S. C. on O c
tober 17. The latest technological innovations are 
shown here.

Increasing wages are another major concern of 
millmen. As of August 1966, the average hourly 
earnings of textile workers in the Fifth District 
were $1.95— a $.10 increase over the year ago level. 
Average hourly earnings will go even higher again 
in February when the minimum wage rises to $1.40 
under the new law. This is expected to set off a 
ripple effect as semi-skilled and skilled workers de
mand proportional increases.

South Carolina has made particularly notable 
progress in the textile industry. In the last two 
years, over $810 million has been invested in new 
textile plant and machinery in the state. Between 
August and December of this year, nine new textile 
spinning and weaving plants will go into full pro
duction with investment exceeding $63 million. These 
new plants will provide approximately 2,250 new 
jobs at an average investment of $30,000 per job.

In North Carolina, the textile industry is one of 
the fastest growing industries and was the first to 
reach a $1 billion payroll in 1965. It provides em
ployment for some 247,000 people and accounts for 
about two fifths of the state’s work force.

Cigarettes American cigarette smokers w ho re
acted sharply to the Surgeon General’s report in 
January 1964 seem to be ignoring the new “ caution” 
label which started appearing on cigarette packs this 
year. According to the U. S. Department of A gri
culture estimates, per capita consumption among 
persons 18 years and over is 215 packs of cigarettes 
this year, a rate second only to the record 217 packs 
in 1963. August cigarette shipments climbed to the 
highest monthly level in 1966, up 8.7% from the 
previous year.
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THE FIFTH DISTRICT j ( K
WHAT'S AHEAD FOR AGRICULTURE IN 1967?

The nation’s farmers can look forward to a good 
year in 1967, though not quite as good as in 1966. 
Prospects are that both domestic and foreign demand 
for farm products will expand further. Gross farm 
income is expected to be maintained at about the 
record level of 1966. Rising production costs will 
take a bigger share of the gross, and realized net 
farm income may decline slightly. This, in brief, is 
the outlook for agriculture in 1967 as seen by leading 
economists of the U. S. Department of Agriculture.

In making their appraisal of farm prospects for the 
year ahead, these analysts assumed that general 
economic activity in 1967 would continue upward, 
though at a slower pace than in 1966. They also 
assumed average growing conditions and took into 
account the possible return to production of 25 to 
30 million acres under the changed feed grain and 
wheat programs.

Below, in more detail, are forecasts of the De
partment of Agriculture.
Farm Prices, Costs, and Income Farm prices in
1967 will likely average somewhat below the im
proved 1966 level, primarily because of lower prices 
for some major crops. Livestock prices are ex
pected to average about the same as last year. Total 
marketings of livestock and livestock products may 
show little change, but crop marketings may increase 
if farmers respond to the chance to produce more 
food grains, feed crops, and soybeans on released 
reserve acreage. These indications point to a pos
sible moderate increase in total cash receipts from 
farm marketings in 1967. A  downturn in direct 
Government payments to farmers is anticipated, 
however.

Farm production expenses are likely to rise further 
to another new high. Not only are prices paid 
likely to be higher, but farmers are also expected to 
increase the volume of purchased inputs. Higher 
interest and tax payments are also in prospect.

Nationally, realized gross farm income in 1967 is 
expected to be about the same as the record $49)4 
billion estimated for 1966. With a continued rise 
in production expenses, however, realized net farm 
income may be down as much as 5% from the near 
record $16.1 billion in 1966.

Supply and Demand Conditions The 1966-67 
supply situation for the many farm commodities 
varies widely, but there is generally a better supply- 
demand balance for most crops than a year ago. 
Supplies of wheat, feed grains, cotton, peanuts, and 
most types of tobacco are down from a year earlier. 
Soybean supplies are up, but prospective domestic 
use and exports point to close supply-demand con
ditions. Canned and frozen vegetable supplies are 
about the same as last season; those of fresh and 
processed fruits are moderately larger. There will 
be less beef, but more pork, poultry, and eggs, and 
a little more milk.

Demand for farm products, both at home and 
abroad, is expected to remain strong in 1967. Here 
at home a growing population, rising consumer in
comes, and further advances in the business upswing 
are expected to increase consumer buying power and 
the demand for food and fiber. Little overall change 
in per capita food consumption is anticipated. Retail 
food prices are expected to continue to rise, though 
probably not as much as in 1966. Similarly, food 
expenditures are also likely to continue upward, but 
the rise will probably not be as great as in 1966 nor 
as large as the increase in disposable personal in
come. A  slight decline in the proportion of income 
spent for food thus seems likely.

United States exports of farm products in fiscal
1966-67 are expected to reach a new high of $7.1 
billion, an increase of $400 million over 1966. 
Dollar sales may total $5.4 billion— also a new 
record. Larger shipments are in prospect for soy
beans, cotton, tobacco, protein meal, and rice. E x
panded foreign trade in variety meats, vegetables, 
and some fruits also seems likely. And a continued 
high level of export trade in feed grains and poultry 
meat is expected.

Outlook for Commodities Highlights of the out
look for major District commodities follow :

Tobacco: The supply-demand situation for most 
tobaccos improved during the past year, and further 
progress in this direction is in prospect for 1966-67. 
The 1966 crops of flue-cured and burley were smaller 
than combined domestic use and exports anticipated
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for 1966-67. Carry-overs at the beginning of the
1967-68 marketing year are thus expected to decline 
further from their record 1965-66 levels.

United States cigarette consumption, including 
that of armed forces overseas, reached a new high 
in 1966, and some further increase seems probable 
in 1967. The rise in the smoking-age population, 
high levels of consumer income, and sizable ship
ments to overseas forces will likely be important 
factors in the outlook. Exports of unmanufactured 
tobacco in 1966-67 may exceed last year’s low level 
by 15% to 20% . Contributing factors are the good 
quality of the 1966 flue-cured crop, the Govern
ment export payment program, and the widespread 
ban on Rhodesian tobacco imports.

Current indications are that price support levels 
for the 1967 tobacco crops will be 2%  higher than 
those in 1966. The 1967 flue-cured crop will be 
grown under the acreage-poundage program for the 
third year. Marketing quotas for burley, Maryland, 
fire-cured, and sun-cured tobaccos will be an
nounced February 1.

Cotton: The nation’s 1966-67 outlook for cotton 
is highlighted by prospects for a sharp reduction in 
carry-over stocks. By August 1, 1967, the carry
over is expected to total around 12.6 million bales 
— down 4.3 million from the record 16.9 million bales 
on August 1, 1966. This is in sharp contrast to 
the situation of the past five years when the carry
over rose an average of about 2 million bales per year.

Factors behind this outlook are the small 1966 crop 
and an expected increase in total disappearance. 
Production in 1966 is estimated at 10.3 million bales, 
down 30% from 1965 and more than 4 million bales 
below prospective disappearance. Domestic mill 
consumption is expected to rise slightly, reaching the 
highest level since 1950-51. Exports may total 
around 5 million bales— up sharply from the 2.9 mil
lion exported in 1965-66. Accordingly, combined 
mill use and exports may rise to about 14.7 million 
bales, over 2 million above a year earlier.

Soybeans and Peanuts: Supplies of soybeans 
during the 1966-67 marketing year are estimated at 
a record 965 million bushels, roughly 10% above a 
year ago. A  new high in soybean usage is ex
pected, however, and at prices well above support. 
Both crushings and exports of soybeans are expected 
to hit new record levels in 1966-67, and another 
small carry-over next September 1 is anticipated.

Peanut supplies in 1966-67 are expected to be 
down slightly from last year’s all-time high. With 
a higher per capita consumption rate anticipated and 
an increased population, total edible consumption is 
expected to rise. Peanut crushings for oil and meal

will probably come close to last year’s level, but 
exports may decline. Peanut prices will likely 
average about the same as a year ago.

Poultry and Eggs: Greater production of broilers, 
turkeys, and eggs is in the offing for 1967. Broiler 
production will likely rise about as fast as in each 
of the last two years, or about 5% to 10%. E x 
pansion in turkey output will probably not be as 
large as in 1966 but should be around 5% . Egg 
production, which held steady in 1966, may rise 3%  
— the largest gain in over a decade.

Poultrymen are expanding output in response to 
a step-up in demand that raised farm prices for 
poultry and eggs during much of 1965 and 1966. 
Prospects are, however, that poultry and egg prices 
will probably average lower than a year earlier— at 
least during the first six months of 1967— as total 
production of high protein foods, which now seems 
to be increasing faster than demand, expands.

Meat Animals: Expectations are that the live
stock situation for producers in 1967 will continue 
favorable. Cattle prices are expected to remain 
strong and average above 1966 as the result of re
duced beef supplies and continued brisk demand. 
The improved outlook appears to be encouraging 
cattlemen to build up breeding herds again. As a 
result, slaughter of all classes of cattle in 1967 will 
probably be below that in 1966.

H og production increased moderately in 1966 and 
is expected to continue to expand in 1967. As 
hog slaughter increases, hog prices are expected to 
fall below year-earlier levels. Prices should con
tinue above those of other recent years, however. 
The hog enterprise thus seems likely to continue 
profitable.

Dairy Products: Dairy farmers can look forward 
to another good year in 1967. Total milk produc
tion is expected to increase moderately. With the 
rise in output and the trend toward marketing a 
greater percentage of output, larger farm marketings 
of milk and cream are also anticipated. The current 
price support level of $4.00 per 100 pounds for 
manufacturing grade milk has been extended through 
March 31, 1968. Farm milk prices rose sharply in 
1966, and some further rise is expected in 1967. As 
the result of larger marketings and higher average 
prices, cash receipts in 1967 will likely rise above the 
record 1966 level.
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The F ifth  D is tr ic t—F arm ers ' P la n tin g  In te n tio n s  fo r  1967

Joseph C. R am age 
E lizabe th  W . A n g le  
S ada L. C la rke

June Edge A c t C o rp o ra tio n s  a n d  In te rn a tio n a l B a n k in g
O r ig in s  o f In d u s trie s—C oal
C hanges in F ifth  D is tric t B a n k in g  S truc tu re
The F ifth  D is tr ic t—M e m b e r Bank E arn ings  a n d  Expenses

A u b re y  N. S ne lling s  
Ellen S. Perry 
H a rm on  H. H aym es 
H a rm on  H. H aym es

J u ly A  R etrospect on T ig h t M o n e y  
F ifth  D is tr ic t F ish ing 
M o rtg a g e  Rates U nde r Pressure 
The F ifth  D is tr ic t—G e n e ra l Business

Jam es P arthem os 
P risc illa  A . G o w e n  
Joseph C. R am age 
R obert L. S a rg e n t

A u g u s t 1966 Farm  Loan S urvey, Part II
F ifth  D is tr ic t S a ilin g
P os tw a r U. S. Inve s tm e n t in  C a n a d a
The F ifth  D is tr ic t—B a n k in g  D e ve lo pm e n ts -F irs t H a lf, 1967

R obert L. S a rg e n t 
S a n d ra  D. B ake r 
Joseph C. R am age 
H a rm on  H. H aym es

S ep tem ber S ilve r: The C in d e re lla  M e ta l 
F ifth  D is tr ic t C a m p in g  
B a lance o f P aym ents R eview  
The F ifth  D is tr ic t—G e n e ra l Business

H a rm o n  H. H aym es 
E lizab e th  E. Cox 
A u b re y  N. S ne lling s  
D o ro th y  E. F erre ll- 
C a rla  W . Russell

O c to b e r

l

S av ing s  in the  Bank
F ifth  D is tric t F ly ing
F ifth  D is tric t Persona l Incom e, 1966
The F ifth  D is tr ic t—Persona l Incom e Pro jections

E lizab e th  W . A n g le  
C a rla  W . Russell 
P risc illa  A . G ow e n  
Joseph C. R am age

N o v e m b e r U. S. C oal E xports to  the  E uropean C o m m u n ity  
F ifth  D is tric t H u n tin g
F u nc tio na l Cost A n a ly s is —A  Tool o f B ank M a n a g e m e n t 
The F ifth  D is tr ic t—B a n k in g  D e ve lopm en ts

Jan  H. W . B eu nd e rm an  
D o ro th y  E. Ferre ll 
W . O . Pearce 
H a rm on  H. H aym es

D ecem ber M u n ic io a l Bond P o rtfo lio s  o f C o m m e rc ia l Banks 
F ifth  D is tric t S k iing  
E q u ip m e n t Leasing
The F ifth  D is tr ic t—A g r ic u ltu ra l O u tlo o k  fo r  1968

Joseph C. R am age 
P a tric ia  G. A b e rn a th y  
H a rm o n  H. H aym es 
Sada L. C la rke
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THE FIFTH DISTRICT j K
WAGE DEVELOPMENTS 1966

Wage settlements negotiated in the Fifth District 
in 1966 showed considerable diversity. Generally, 
those completed in the earlier part of the year con
formed to the 3.2% guideposts suggested by the Na
tional Administration. As the year progressed, 
however, and particularly after the airlines settlement 
in August, contracts tended to produce both higher 
hourly increases and more liberal fringe benefits.

Many unions sought increases based on estimates 
of productivity gains which were substantially higher 
than those underlying the Administration’s guide- 
posts. Many also emphasized the need for settle
ments which would offset the adverse purchasing 
power effects of the 3.3% rise in the Consumer 
Price Index in 1966. This also brought pressure 
for cost-of-living escalator clauses in new contracts.

From the employer’s standpoint, ever-tightening 
labor markets exerted unusual pressure in the year’s 
bargaining sessions. In order to expand, or even 
retain, their work forces, many felt constrained to 
agree to extra liberal contract settlements. Em
ployers also had to consider two other factors: the 
rising costs of other inputs and the continuing dif
ficulty of passing on higher costs by raising prices.

A Closer Look Negotiations were conducted in 
some very important Fifth District industries. The 
textile industry, the largest employer in the District, 
granted pay raises ranging between 4%  and 10% 
and averaging about 5%. Construction workers in 
Maryland and the District of Columbia won increases 
of 10 to 32 cents an hour. State hospitals in V ir
ginia granted their employees raises of 5% to 20% 
and transit workers in some major cities in the 
northern part of the District received increases of 
4 to 10 cents per hour. Workers in several of the 
durable goods industries won pay hikes in the range 
of 4 to 15 cents. Scattered wage settlements in 
wholesale and retail trade involved increases rang
ing between 4 and 12^  cents per hour.

W hat’s Ahead Contract negotiations in the current 
year involve, for the nation as a whole, more workers 
than in any year since 1959, and nearly twice as many 
as in 1966. Trade agreements expire in a number

of major industries— among them, trucking, autos, 
farm equipment, rubber, meat packing, and rail
roads— and involve some of the nation’s most im
portant unions. Settlements arrived at in late 1966 
will doubtless set a pattern for some of these ne
gotiations, but other factors will also play a role. 
The higher minimum wage that resulted from 1966 
Federal legislation may influence union demands 
as well as hourly rates in nonunionized sectors. 
But diminished inflationary pressures and a dimming 
corporate profits outlook may deprive union ne
gotiators of bargaining wedges used effectively last 
year. The reduced pace of the economy’s advance 
and an associated slackening in the demand for 
labor, if they continue, may also be important factors. 
Contracts negotiated with the Teamsters and with the 
railroad unions will undoubtedly have considerable 
impact in the District.

The Minimum Wage Law This law went into 
effect February 1. It increased the minimum wage 
of previously covered workers to $1.40 and extended 
coverage at a lower figure to certain agricultural 
workers and to employees in a number of service 
and wholesale and retail trade establishments. Those 
firms which employ only family labor are exempt 
from the Act as are some businesses whose gross 
sales do not exceed certain specified minimums. 
Farmers who hire less than 500 man-days in any 
calendar quarter of the preceding year are also 
exempt.

LTnder the new law the minimum hourly wage of 
agricultural employees is $1 in 1967, $1.15 in 1968 
and $1.30 the following and succeeding years. The 
$1 minimum will also apply to other newly covered 
employees in 1967, but the minimum for this group 
must be increased 15 cents an hour each year until 
it reaches $1.60 an hour. The law is expected by 
many to result in some upward adjustment of wages 
of many workers who presently receive more than 
the minimum. Other wrorkers who are not covered 
will probably also benefit indirectly as a result of 
increases received by holders of similar jobs wdio 
are covered.
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THE FIFTH DISTRICT
BANKING DEVELOPMENTS IN 1966

After more than five years of vigorous growth, 
hanking activity in the Fifth District slowed to a 
more moderate pace in 1966. Nonborrowed reserves 
in the District fell steadily from December 1965 until 
May, pulling down total reserves in spite of heavy 
borrowing. More reserves were available in the 
second half of the year, but total reserves rose sub
stantially above the July level only in the last few 
weeks of the year.

The discount rate remained at 4 J/ i%  throughout 
1966, although heavy loan demand pushed bank 
lending rates to record levels. But in spite of the 
wide gap between the discount rate and bank lending 
rates, member bank borrowings generally remained 
at levels comparable with those of the previous year.

Loans and Investments The slowdown in the rate 
of growth of Fifth District banking activity last year 
is evident in every category of loans. Gross loans at 
weekly reporting banks grew less than 9%  in 1966, 
compared with an increase of over 16% in 1965. All 
major loan categories expanded at a slower pace. 
Commercial and industrial loans rose less than 13% 
last year, compared with 16% in the previous year ; 
but the greatest weakness appeared in real estate 
loans. They expanded only about 10% after rising 
almost 16% in 1965.

Total investments at District weekly reporting 
banks declined slightly last year, compared with a 
very small increase in the previous year. The drop 
was the result of a larger percentage reduction in 
holdings of U. S. Government securities and a smaller 
gain in holdings of other securities, primarily 
municipals. Many banks liquidated sizable amounts 
of municipals as well as short-term governments in 
order to meet intense loan demad. The net reduc
tion in investments and slower growth in loans held 
the increase in total credit extended by District 
weekly reporting banks to less than 6% , compared 
with more than 11% in 1965.

Deposits Growth in both demand and time de
posits was well below the 1965 level, but the rate 
of growth of time deposits did not fall as much in 
the Fifth District as it did in the country as a 
whole. At all U. S. weekly reporting banks, time 
deposits rose only about 5% in the first half of 1966, 
compared with 9%  in the first half of 1965. They 
continued to rise in July, but fell sharply in the next 
three months, and even after a substantial upturn 
in the last few weeks of the year, they ended the year 
with about a 5% annual increase, compared with a 
gain of over 15% in 1965. At Fifth District weekly 
reporting banks, however, time deposits rose almost

Tota l Reserves

g row ing s

RESERVES AND BORROWINGS
FIFTH DISTRICT MEMBER BANKS

b o r ro w e d  Reserves
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CHANGES IN LOANS, INVESTMENTS, 
AND DEPOSITS

FIFTH DISTRICT WEEKLY REPORTING BANKS 

■  1965

Gross Loans

■H I i
Com m ercial and  
In d u s tria l Loans

as rapidly in 1966 as in 1965 through the first half 
of the year. In the second half, growth lagged 
below the 1965 rate, but for the year as a whole, 
time deposits at District weekly reporting banks 
rose almost 13%, compared with 17% in 1965.

The more favorable time deposit experience in the 
Fifth District apparently was due primarily to a 
different pattern of certificate of deposit sales. 
During the first six months of 1966, while the total 
volume of large negotiable certificates of deposit 
outstanding in the country as a whole was rising 
from $16 billion to more than $18 billion, the volume 
of such certificates outsanding in the Fifth District 
was substantially reduced. The total volume of 
certificates of deposit reported jumped sharply at the 
end of June when the number of weekly reporting 
banks was increased; but a few weeks later, the 
volume outstanding for all U. S. weekly reporting 
banks began to fall precipitously, while the volume 
reported by Fifth District banks continued to rise. 
The volume of certificates for the nation as a whole 
fell from over $18.5 billion in August to less than

$15.5 billion in November, while the volume at Dis
trict banks grew from $291 million to $310 million.

Foreign Lending The Federal Reserve’s mone
tary policy apparently had a substantial impact on 
foreign lending by Fifth District banks. Under the 
President’s Voluntary Foreign Credit Restraint 
Program, the guidelines for foreign lending were 
liberalized in 1966. The guidelines called for each 
bank to limit its outstanding foreign credits in 1965 
to no more than 105% of the amount outstanding 
at the end of 1964, and the 1966 ceiling was arrived 
at by adding 1% each quarter to the 1965 ceiling. 
Credits outstanding dropped well below the guide
lines in 1965, apparently reflecting the efforts of 
lending banks to comply with the request that their 
foreign lending be curbed. But in the first three 
quarters of 1966, actual credits fell even further 
below the guideline ceilings. The size of the gap 
suggests that the curtailment of foreign lending was 
due largely to the tightness of money. The banks 
engaged in foreign lending were also those which

I II I I I  IV  I II II I IV  

1965 1966
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CHANGES IN NUMBER OF
D e cem b er 1965 to

BANKS
D e cem b er

AND BRANCHES
1966

A l l C o m m e rc ia l Banks D. C. M d . V a . W . V a .* N. C. S. C. T o ta l

N u m b e r  o f  b a n ks , b e g in n in g  o f  p e r io d 15 122 262 187 146 129 861
N e w  b a n k s  o rg a n iz e d 1 4 2 1 8
M e rg e rs  a n d  a b s o rp t io n s 1 1 15 10 3 30
N u m b e r  o f  b a n k s , en d  o f  p e r io d  

N e t c h a n g e
14 122 251 189 136 127 839  

-  22

Branches a n d  A d d it io n a l O ff ic e s

N u m b e r  o f  b ra n ch e s , b e g in n in g  o f p e r io d 82 383 538 733 264 2 ,0 0 0
N e w  b ra n ch e s  e s ta b lis h e d 5 30 44 51 32 162
B a nks c o n v e rte d  in to  b ra n ch e s 1 1 15 10 3 30
B ranches d is c o n t in u e d 2 1 2 5
N u m b e r  o f  b ra n ch e s , end  o f  p e r io d  

N e t c h a n g e

C h a n g e  in  B a n k in g  O ff ic e s

88 412 596 792 299 2,187  
+  187

+  165

*  In c lu d in g  s ix  W es t V irg in ia  co u n tie s  w h ic h  f a l l  o u ts id e  th e  F ifth  D is tr ic t.  Source : B o a rd  o f  G o v e rn o rs  o f  th e  F e d e ra l R eserve System .

utilized their reserves most fully and were therefore 
hit hardest by the credit squeeze. When they were 
forced to ration credit, they apparently turned down 
foreign borrowers as well as domestic companies.

Banking Structure In 1966, the number of banks 
and branches continued to change rapidly in the 
Fifth District. The Virginia banking system is still

CERTIFICATES OF DEPOSIT OUTSTANDING
u. s.

undergoing the metamorphosis set in motion in 1962 
by an amendment to permit statewide branching 
through mergers; and in many parts of the District, 
new banks are being organized and existing banks 
are opening new offices to serve a growing population.

As in other recent years, the largest number of 
changes in bank structure occurred in Virginia. Four 
new banks were organized, but 15 were absorbed by 
merger, reducing the total from 262 to 251. Forty- 
four new branches were established, and all of the 
15 merged banks were converted to branches. With 
one branch discontinued, the total rose from 528 
to 596. There were 10 mergers in North Carolina, 
reducing the number of banks from 146 to 136. 
North Carolina led the District in new branches 
established with 51. Two branches were discon
tinued, and the total rose from 733 to 792.

In Maryland, there was one new bank established 
and one merger, leaving the total for the state un
changed at 122. There were 30 new branches opened, 
however, and with one conversion and one branch 
discontinued, the total rose from 383 to 412. One 
new bank was established in South Carolina, but 
three mergers pulled the total down from 129 to 127. 
South Carolina added 32 new branches to the three 
resulting from mergers, raising the total number of 
branches from 264 to 299.

No new banks were established in the District of 
Columbia. One merger reduced the total from 15 
to 14. Five new branches were opened, and these, 
with the merged bank that was converted into a 
branch raised the total number of branches to 88. In 
West Virginia, two new banks were opened, raising 
the number in the state from 187 to 189. West 
Virginia does not permit branch banking.
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THE FIFTH DISTRICT

Despite an apparent slackening in the economy, 
nonagricultural employment continued upward in all 
District states in late 1966 and January of 1967. On 
a seasonally adjusted basis, nonagricultural employ
ment increased 77,500 or 1.3% in January. This 
compares with a national gain of almost 0.5%. In
sured unemployment rates in the District remained 
below the national level of 3.5% in the week ended 
March 4 in all states except West Virginia. The 
rates were the same or slightly below year earlier 
levels throughout the District, except in the Carolinas.

C o n s tru c t io n  The construction industry is still de
pressed despite the slight upturn at the end of the 
year. The slackness is now beginning to have re
percussions in other District industries— especially 
furniture, and to a limited degree, textiles.

The seasonally adjusted index of construction con
tract awards in the District for both residential and 
nonresidential construction fell further in January. 
Nonresidential construction suffered the greatest 
month-to-month decline (22 .9% ). However, on a 
year-to-year basis, it declined 33.0% compared with 
a 41.5% drop in residential construction. Never
theless, the January index of total construction con
tracts in the District (160) continues to run ahead 
of that of the nation (126). In February the index 
increased to 143 nationally.

Valuation of building permits issued is another 
indicator of construction activity. As is evident in 
the accompanying table, in the first two months of 
1967, the District as a whole showed moderate de
clines both from the last two months of 1966 and 
from a year earlier. This was the result, however,

of widely different movements in the various states. 
West Virginia had very large gains in both com
parisons, and South Carolina showed somewhat 
smaller, but still quite significant increases. At the 
other extreme, the District of Columbia and Mary
land experienced large declines. Changes in North 
Carolina and Virginia were nearer the District 
average.

In spite of this weakness in District construction 
activity, all states reported increases in construction 
employment, seasonally adjusted, for the three month 
period ending January 1967. The greatest increase 
was from November to December with 12,000 new 
employees compared with the estimated December to 
January gain of 7,400 new employees.

T e x t i le s  Soft spots continued in the textile in
dustry during the last quarter of 1966 and early 1967. 
A  recent survey by the Federal Reserve Bank revealed 
that order backlogs, new orders, and shipments re
main sluggish, and inventories of finished goods have 
risen. Last year’s surge in imports continues to 
disturb the industry. The Commerce Department 
reports that cotton textile imports totaled 160 million 
square yards in January, up 20% from December. 
The profit squeeze of late last year is also a matter 
of considerable concern to textilemen.

Many textile mills have cut back production with 
some mills reducing their workweek from six to five 
days and a few have cut it to three days. The 
average textile workweek in the District declined one 
full hour in January to 41.2 hours compared with 
42.2 hours a year earlier. Textile employment in the 
District in January declined almost 0.5% from De
cember but was up 2.9% over a year ago.

V A LU A T IO N  OF BUILDING PERMITS ISSUED 
FIFTH DISTRICT STATES

(in  th o u s a n d s  o f  d o lla rs )

%  ch a n g e  f ro m
Last 2 mos. 

1966
1 st 2 m os. 

1966
1 st 2 mos. 

1967
%  ch a n g e  f ro m  

y e a r  a g o
la s t 2 mos. 

1966

D is tr ic t o f  C o lo m b ia 2 8 ,4 2 2 .0 2 7 ,1 6 5 .3 1 3 ,5 5 8 .2 -  50.1 -  52 .3
M a ry la n d 23,381.1 2 6 ,716 .5 11,940.1 -  55 .3 -  48 .9
N o r th  C a ro lin a 50 ,413.1 4 7 ,5 8 1 .3 4 6 ,0 5 2 .4 -  3.2 -  8 .7
S o u th  C a ro lin a 7 ,3 3 2 .7 15 ,012 .7 18,545.1 +  23 .5 +  152 .9
V irg in ia 41 ,3 5 3 .2 5 5 ,9 2 9 .0 49,364.1 -  11.7 +  19.4
W es t V irg in ia 1 ,736.2 2 ,395 .4 5 ,5 9 9 .7 +  133 .8 +  222 .5
T o ta l 152 ,638 .3 174 ,800 .2 145 ,059 .6 -  17.0 -  5 .0
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Several textile plants have announced cuts in 
capital expenditures of about one-third from last 
year’s level. A  number of trade sources question 
whether reinstatement of the 7% investment tax 
credit will have any immediate effect on the pace 
of plant expansion in the industry. They indicate, 
however, that the trend toward, modernizing existing 
facilities will continue in 1967.

The slump in residential construction and auto
mobile sales has curtailed demand in important seg
ments of the industry. Millmen report sluggishness 
in the market for carpeting, bedspread and drapery 
fabrics, and upholstery material. In addition, the 
textile industry is now confronted with the prospect 
that defense orders will be reduced sharply. Figures 
in the Federal budget for fiscal 1968 indicate a cut 
of 35% or more in Defense Department textile 
purchases. The new minimum wage law which went 
into effect February 1 has also occasioned some con
cern among millmen. Some industry leaders fear 
that it will lead to a general escalation of wages in 
all operating grades and thus further tighten the 
profit squeeze.

In spite of the generally bearish tone of most re
ports from the industry, a significant number of mill
men look for an upturn in the industry in the 4th 
quarter of 1967. According to trade sources, pros
pects in retail soft goods appear especially bright.

Furniture After an unprecedented period of buoyant 
expansion, the furniture industry encountered a sig
nificant easing of demand late last year. The recent 
slump in residential construction, among other 
factors, was a major contributor. As in the case of 
textiles, profits are currently in a squeeze, as costs 
continue to rise in an environment highly unfavorable 
to compensating increases in prices.

Industry observers report that the new minimum 
wage law has not only raised wage costs but also 
contributed indirectly to increases in materials costs. 
The cost of hardwood lumber has risen and its 
availability over the long term is now beginning to 
concern the industry. Many manufacturers are al
ready looking for foreign sources to fill the gap which 
they see developing in domestic markets.

The following table reveals that there have been 
definite declines in new orders and backlogs, on a 
month-to-month as well as year-to-year basis. Order 
cancellations and inventories have increased sig
nificantly. Manufacturers are pondering how long 
it will take to work off these excess inventories. 
Despite these factors which represent a declining 
civilian demand, both payrolls and production are up.

Some manufacturers are looking to the April

FIFTH DISTRICT FURNITURE ACTIVITIES
In d e x  (1 9 5 7 -5 9 = 1 0 0 )

% ch a n g e
D e cem b er J a n u a ry  J a n u a ry  1966- 

Ite m : 1966 1967 J a n u a ry  1967

O rd e rs  B ooked 139 .6 190 .0 -  5.3

S h ip m e n ts 165 .4 193.2 +  9.2

U n fi l le d  O rd e rs 312 .3 317 .3 • -  9 .8

C a n c e lla tio n s 45 5 .0 419.1 +  22 .7

P ro d u c tio n 185 .7 218 .4 +  17.4

P a y ro ll 271 .6 273 .5 +  16.6

F in ishe d  G o o d s  on  H a n d 223 .0 235 .0 +  26 .5

A cco u n ts  R e ce ivab le 131 .7 133.1 +  10.9

Furniture Market in High Point to pull the industry 
out of its slump. Others are a bit more pessimistic. 
Profits in 1967 are not expected to approach the 
record levels of 1966 unless there is an early re
versal of present trends.

Banking The first months of 1967 have been 
marked by moderate credit expansion for banks in 
the Fifth District. Total bank credit at the 28 
weekly reporting banks grew 1.7% from the be
ginning of the year to March 15, as a result of 
a substantial increase in total investments. On 
March 15 investments at weekly reporting banks 
had climbed $186.7 million, or 7.2%, since the first 
of the year. Holdings of U. S. Government se
curities gained $111.2 million from December 28,
1966, and other securities, chiefly municipals, in
creased $75.5 million.

This rather substantial increase in investments has 
been partially offset by persistent declines in loans. 
Although loans have not fallen as sharply as they did 
in the first weeks of 1966, they had declined $61.7 
million by March 15, 1967.

A large portion of the decline in lending has been 
centered in loans to other financial institutions, which 
had dropped $55.4 million by March 15. Com
mercial and industrial loans had fallen $25.2 million 
since the beginning of 1967, and the “ all other loan” 
category was down $22.8 million. Consumer install
ment loans continued to decline in the early months of
1967. The drop of $11.4 million by March 15 reflects 
the slump in automobile, appliance, and furniture 
sales. Although this decline is not proportionally as 
large as the national decrease, it is an indication of the 
caution shown by Fifth District consumers in 1967.

Gains were reported in only three of the major 
loan categories. Loans to domestic commercial banks 
registered the largest increase for 1967 with a gain 
of $62.4 million. Real estate loans had shown a 
slight increase of $5.6 million since the beginning of 
the year, and agricultural loans had gained $0.8 
million.
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THE FIFTH DISTRICT
FARMERS' PLANTING INTENTIONS FOR 1967

District farmers’ plans for the 1967 planting season 
point to a year of somewhat larger crop production 
than in 1966. Total acreage of the principal field 
crops planted or grown this year now promises to be 
around 12,811,000 acres— 467,200 acres, or about 
4% , above a year ago but nearly 2%  below the 
1961-65 average. This outlook for 1967 crop plant
ings is based on the U. S. Department of Agri
culture’s March 1 survey of growers’ intended spring 
plantings and acreages seeded to winter wheat and 
rye last fall.

Most of the intended changes from a year ago in
1967 crop plantings are due to changes in farm pro
grams designed to expand wheat and feed grain 
acreages and to continuation of both the acreage- 
diversion provisions of the upland cotton program and 
the flue-cured tobacco acreage-poundage program. 
These factors, along with virtually unchanged acreage 
allotments on most other controlled crops, provided 
the backdrop against which District farmers mapped 
this year’s operations. Some of the highlights, and 
some of the details, of what can be anticipated from 
their tentative plans are reported below.

Tobacco Acreage to Vary by Type District 
farmers’ intentions indicate that this year’s total 
tobacco acreage, at 594,000 acres, will be only slightly 
above 1966 plantings but nearly 10% below the 
1961-65 average. Flue-cured acreage, anticipated at
536,000 acres, is the only type expected to be larger 
than in 1966. Prospects call for a 1 % , or 5,800-acre, 
increase. Because of the acreage-poundage program 
in effect for the third straight year, the increase pri

marily reflects upward adjustments in marketing 
quotas and acreage allotments for those flue-cured 
farms that were unable to produce their entire 1966 
poundage quotas.

Burley tobacco growers’ intentions point to 18,800 
acres, the same as that harvested last year when 
acreage dropped to the lowest level since 1942. 
Burley will continue under acreage-allotment control 
since farmers in a recent referendum again disap
proved the acreage-poundage program as they did 
in 1966. Southern Maryland producers are planning 
to set 32,000 acres, compared with 36,000 acres 
harvested last year. A  cut of this size, if carried 
out, would put Maryland tobacco acreage at the 
lowest level since 1928. Fire-cured tobacco farmers 
are planning for 5,900 acres, while sun-cured growers 
intend to set 1,300 acres. Should these plans ma
terialize, acreage of both types would be the smallest 
since records began in 1919.

Cotton Acreage at Record Low Farmers in the 
Carolinas and Virginia indicated as of March 1 that 
they intended to plant 595,000 acres of cotton this 
year, 2%  less than last year and almost two-fifths 
lower than average 1961-65 plantings. Should these 
intentions be carried out. the District’s cotton acreage 
would be the smallest in over a century.

Even though 1967 allotments are the same as last 
year, most producers have chosen the 35% acreage- 
diversion option in the upland cotton program. 
Under this program, in effect for the second straight 
year, three-fourths of all District cotton farmers have 
signed up to divert 318.700 acres (34%  of their total

T O B A C C O  T o ta l a c re a g e  w i l l  be  a b o u t  
th e  sam e as in  1966 . P lans  c a ll f o r  1% 
m o re  f lu e -c u re d ,  n o  c h a n g e  in  b u r le y , 
a n d  these  decrease s: M a ry la n d ,  11% ;

C O T T O N  I f  f a rm e rs 'M a rc h  1 in te n tio n s  
m a te r ia liz e ,  196 7  p la n t in g s  w i l l  be  2%  
b e lo w  1966 , a b o u t  t w o - f i f t h s  b e lo w  
th e  1 96 1 -6 5  a v e ra g e , a n d  th e  sm a lle s t

S O Y B E A N S  P resen t in d ic a t io n s  p o in t  
to  f u r th e r  a c re a g e  e x p a n s io n  in  1967 
— 7%  m o re  th a n  a  y e a r  e a r lie r  a n d  
ro u g h ly  3 0 %  a b o v e  th e  m o s t re ce n t
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allotted acreage) from production in 1967. The 
agreed diversion compares with 33% for the nation. 
The acreage allotment on cotton farms signed up. 
however, accounts for only about 85% of the Dis
trict’s total cotton allotment as against better than 
nine-tenths nationally. This fact is but one indication 
that the number of small farms exempt from the 
12.5% to 35% diversion option is far greater in the 
District than in the country as a whole. Further evi
dence that many District farms have small cotton 
allotments is the fact that, though nearly one-fifth of 
the nation’s cotton farms are located in the Carolinas 
and Virginia, they have only 7%  of the country’s 
total cotton allotment.

Soybean Acreage Up, Peanut Acreage Down
Soybean growers intend to expand District acreage to 
a new record level for the twenty-first consecutive 
year. Prospective acreage, at 2,668,000 acres, is 
7% above a year ago and roughly 30% larger than 
1961-65 average seedings. Such an increase, second 
largest acreage expansion planned for the District's 
chief field crops, would boost 1967 soybean acreage 
by 173,000 acres over last year.

The Virginia-Carolinas peanut farmers expect to 
plant 286,500 acres in 1967. These expectations, if 
realized, would put 1967 plantings at 3,000 acres, or 
1%, under 1966 and 7,500 acres, or 3% , below 
average. Though allotments are about the same as 
in 1966, indications are that farmers’ participation in 
the Cropland Adjustment Program is having con
siderable effect on intended peanut plantings.

More Feed Grains, Less Hay Total feed grain 
acreage intended for 1967 calls for a 2%  increase 
over a year earlier. The combined acreage, how
ever, would still be about 3% less than 1961-65 
average plantings. Corn, which in recent years has

comprised around three-fourths of total feed grain 
seedings, is expected to show the biggest expansion, 
with a 79,000-acre increase over 1966. Such an in
crease would put corn plantings at 3,428,000 acres. 
2%  above 1966 and 4%  larger than average. Barley 
is expected to be planted on 367,000 acres, some
25.000 to 26,000 acres over both last year and 
average. More sorghum acres are also expected for 
this year, up about 10% over a year ago and 5% 
above 1961-65. Prospective oat plantings, however, 
are down 5% from 1966 and one-third below the 
recent 5-year period, continuing the general decline 
that has been going on for many years. Anticipated 
total hay acreage is also lower, nearly 3% or 68,000 
acres under a year ago and 13% less than average.

Food Grain and Potato Acreages Because of 
world food shortages, there has been a sharp upturn 
in 1967 food grain acreage to rebuild stocks. Wheat 
allotments were increased 32%, and special program 
provisions were made to encourage farmers to grow 
more wheat. With these stimuli, the District’s 
seeded acreage of winter wheat, most important food 
grain, jumped 261,000 acres over 1966— the biggest 
acreage gain among the major crops. Rye seedings 
also rose, climbing 40,000 acres, or 7% , over 1966.

Prospects are that 1967 plantings of both Irish 
and sweet potatoes will be smaller than a year ago 
and also below the 1961-65 average. Sweet potato 
acreage will show the biggest reduction, dropping
4.000 acres, or 8% , under 1966 and 12% below 
average.

Plans Could Change Farm ers’ intentions for 1967 
spring-planted crops were reported during the signup 
period for the feed grain and cotton programs. Later 
decisions about farm programs, weather conditions, 
the labor supply, and other factors may cause them 
to plant more or less than is now indicated.
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THE FIFTH DISTRICT J H

MEMBER BANK EARNINGS AND EXPENSES

Gross earnings of the 397 member banks in the 
Fifth Federal Reserve District reached an all-time 
high in 1966. Expenses also climbed to a record 
level, however, and net income after taxes rose only 
from 8.6% to 8.9% of total capital accounts. Cash 
dividends declared remained at 3.1% of total capital 
for the fourth consecutive year. The new gross 
earnings high of $805 million was the result of a 
record $121 million increase for the year, compared 
with a $74 million rise in 1965. Total current 
operating income averaged 5.39% of assets, up from 
5.17% in 1965. Net income rose from .75% of 
total assets in 1965 to .77% last year. As usual, 
the banks with deposits of over $100 million received 
the major portion of total operating revenues. 
Although only 23 out of the 397 member banks in 
the District are in the over-$100 million class, they 
earned $522 million of the $805 million total. Mem
ber banks in Virginia, which outnumbered those of 
other District states by a wide margin, received 
almost one-third of the total revenues in the District. 
The 165 Virginia member banks earned $264 million. 
The next largest share went to North Carolina’s 30 
member banks.

Earnings by Source Incom e on loans provided 
$558 million for District member banks last year. 
Loans comprised 51.6% of total assets, but provided 
67.1% of total earnings, down slightly from 67.4% 
in 1965. The average rate of return on loans rose 
from 6.99% in 1965 to 7.09% in 1966. Income on 
loans was relatively most important for the largest 
banks. Banks with deposits of over $100 million 
earned over six times as much on loans as they 
received from the next largest source, interest on 
Government securities. Banks in the smallest classi
fication earned less than four times as much on loans.

District member banks earned $99 million in in
terest on U. S. Government securities in 1966. This 
amounted to 18.2% of total earnings, down from 
18.5% in 1965. Interest rates averaged 4.50% in 
1966, up from 3.93% the previous year, but banks 
trimmed their holdings of Governments from 23.4%

of total assets in 1965 to 21.4% last year. Interest 
earned on other securities totaled $53 million in 
1966, rising to 6.8% of total earnings from 6.0% 
in 1965 as holdings went up from 9.5% of total 
assets to 10.9%. Trust Department earnings, as 
might be expected, were concentrated heavily in the 
larger banks. The 321 member banks with deposits 
under $25 million earned less than $1 million of the 
$29 million total.

Expenses Current expenses of Fifth District 
member banks also reached a record high in 1966, 
totaling $577 million. They amounted to 73.9% of 
current earnings for the second consecutive year. 
Typically, the largest bank expenses are related to 
employment, but in 1966, for the first time, interest 
on time and savings accounts exceeded the total of 
wages, salaries, and benefits for all employees, in
cluding officers. Interest paid totaled $213 million 
compared with $165 million in 1965 and only $67 
million five years ago. The increase was due to 
vigorous competition for deposits, with rising interest
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rates and increased participation in the money market 
through the issuance of certificates of deposit.

Paradoxically, although the largest banks issued 
most of the certificates of deposit, the over-$100 mil
lion group was the only size class in which the sum 
of wages, salaries, and benefits exceeded interest pay
ments in 1966. The 23 largest banks paid out $138 
million to officers and employees compared with $128 
million for interest payments. The other 374 mem
ber banks paid a total of $71 million in wages, 
salaries, and benefits; substantially less than the $85 
million they paid in interest on deposits.

Interest on time and savings deposits averaged 
37% of the current operating expenses at all member 
banks in the District, but the proportion varied sub
stantially from state to state. The percentage was 
highest at Virginia banks, with 42% , then came 
West Virginia, 4 1 % ; District of Columbia, 3 8% ; 
North Carolina, 36% ; Maryland, 33% ; and South 
Carolina with only 16%. Interest expense at South 
Carolina banks was a considerably smaller propor
tion of total expenses than at other District banks 
because most South Carolina banks paid lower rates 
on deposits and had much lower ratios of time de

posits to demand deposits. The average interest rate 
on time and savings deposits at South Carolina banks 
was 3.36%, compared with an average for the Fifth 
District of 3.74%, and an average for banks in the 
District of Columbia of 4.17%. Time and savings 
deposits averaged 28.1% of total deposits at South 
Carolina banks, compared with an average of 48.8% 
for all member banks in the Fifth District.

Profits W hen current operating earnings rise 
rapidly, bank profits frequently lag. The same 
changes which bring higher earnings may bring 
higher costs. Strong loan demand forces banks to 
sell securities, and in a period of rising interest rates, 
securities sales result in losses. Of course, some 
losses on security sales are due to tax swapping—  
selling depreciated securities for losses which are 
deductible from taxable income, and buying other 
issues at a discount, on which the appreciation is 
taxed as capital gains; but the effects on current 
year profits are the same as any other losses. Rising 
interest rates, which usually accompany strong loan 
demand and rising operating earnings, also raise the 
cost of funds to banks.

In 1966, Fifth District member banks earned a 
total of $122 million after taxes. They declared 
cash dividends of $57 million and retained $65 mil
lion. Although profits reached a record high, as a 
percentage of current operating income they de
clined, as in the past two years. In 1963, after-tax 
income was 16.3% of current operating income. 
That figure dropped to 16.1% in 1964, 15.0% in
1965, and 14.9% in 1966. Over half of the total, 
$83 million, went to the District’s 23 largest banks; 
but the smallest banks converted the highest pro
portion of current operating income into net profits. 
For banks with deposits of under $2 million, after
tax net income was 17.5% of current operating in
come. The next largest proportion, 16.5%, was for 
banks with deposits of $100 million or over. Banks 
in the $50-100 million class had the lowest per
centage of profit, 12.9%. Average for all District 
banks was 14.9%.

Fifth District banks had a total of 36,383 em
ployees at the end of 1966, 7,128 of which were 
bank officers. The average pay of officers ranged 
from a low of $6,800 at the smallest banks to 
$11,100 at banks in the $25-100 million class. The 
average pay of other employees ranged from $3,200 
at the smallest banks to $4,100 at banks in the $100 
million and over class.
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THE FIFTH DISTRICT

Times Change “ Expansion” was the word used 
to describe Fifth District business conditions in these 
columns a year ago. The discussion then centered 
on strong current construction activity, an acute labor 
shortage in textiles, furniture, and a host of service 
industries, and the extraordinary order backlogs that 
were very much in evidence early in 1966.

By contrast, this year finds the District economy 
in a somewhat different position. Growth has con
tinued, but there has been ample evidence that a 
readjustment has been taking place. Expanding in
ventories and declining order backlogs were matters 
of considerable concern to many District industries 
during early months of this year, and, while some 
corrections have been made, inventories in par
ticular are still being watched closely.

Unemployment Remains Low The insured un
employment rate was perceptibly higher in April 
than it was a year earlier, both in the District and 
in the nation as a whole. Despite this rise the level 
was well below that of any April in the 1961-65 
period. Nevertheless, many people are now con
cerned with finding enough jobs for students and 
others entering the labor force. This contrasts with 
the search for warm bodies to fill the many vacancies 
which existed early last year. Employers, remember
ing the extremely tight labor situation of last year, 
and apparently expecting improvements soon, have 
been quite reluctant to lay off trained workers, even 
in the face of reduced orders and the rise in in
ventories that occurred in late 1966 and early 1967. 
Understandably, there are indications that most of 
the rise in unemployment is concentrated in the un
skilled levels. This also helps to account for the 
concern wTith finding adequate jobs for new entrants 
into the labor market.

Virginia continues to report the lowest rate of in
sured unemployment in the District, a position it has 
maintained for much of the past five years. All Dis
trict states except West Virginia report lower rates 
than the nation as a whole. Total unemployment re
mains below 4%  in most of the states, although there 
are scattered localities where it has crept higher.

Man-Hours Also Edge Downward A  further 
measure of year-to-year changes is the number of

man-hours worked in manufacturing industries. The 
series peaked this January and has shown month-to- 
month declines each month through April, the latest 
month for which data are available. This reflects 
the elimination of overtime, which was dominant in 
1966, and movement to short work-weeks in some 
cases as industries have moved to keep inventories 
in line with sales.

The impact of the change from what many have 
described as the overly exuberant economy of last 
year to the more nearly normal situation of the 
present has, of course, been uneven. Some in
dustries, especially textiles, furniture, and lumber 
and wood, which were operating at extremely high 
levels a year ago, suddenly found their order backlogs 
declining sharply and inventories building up and 
hence have reduced man-hours. The food and to
bacco industries, on the other hand, have recorded 
gains.

INSURED UNEM PLOYM ENT
WEEKLY RATES 

APRIL AV ER AG E 1966 A N D  1967

Per C e n t 

E l  A p r i l  1967 □  A p r i l  1966 

Source : U. S, D e p a r tm e n t o f  Lab or.
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Last year strong demands were placed on the 
textile industry by the Defense Department as the 
Vietnam conflict escalated sharply and necessitated 
the equipping of many new soldiers as well as re
plenishing reserve supplies. Private domestic de
mand was also high. Imports increased considerably 
during the year, however, and order backlogs declined 
sharply. Total national textile employment in May 
had dropped 2.5% below the level of a year earlier 
and weekly textile man-hours dropped 4.0%.

The changed situation in the lumber and wood 
industry, and to some extent in furniture, too, can 
be traced to the sharp declines in residential con
struction which dominated the last half of last year. 
There has been some improvement in the new hous
ing picture this year, but residential construction re
mains somewhat short of the levels which were 
common during the period between 1963 and early
1966. Non-residential construction contracts for the 
first four months of this year were only slightly 
below those of a year ago. Total residential and non- 
residential contract award values in the District in 
the first four months were down 14% from last year, 
and there was a national drop of 11%. Building 
permits, however, trended upward during the Janu- 
ary-May period and in April and May were higher 
than at any time since March 1966.

Employment Above Last Year District non- 
agricultural employment increased throughout the 
year in 1966, but there was a very slight decline (less 
than 0 .5% ) during the January-May period this 
year. Even so, regional employment has been about 
4%  ahead of the same 1966 period. Manufacturing 
payrolls have eased gradually downward so far, but 
nonmanufacturing employment has gained slightly, 
particularly in the areas of government, finance, and 
services. Jobs with government— federal, state and 
local— had increased 2.2% this year through May 
and recorded the largest numerical gain of any

FIFTH DISTRICT M A N -H O U R S  
SE A S O N A LLY  ADJUSTED 

(th o u sa n d s )

5 th  D is tr ic t  %  ch a n g e  f ro m  y e a r  a g o  
A p r i l  5 th  D is tr ic t  U n ite d  S ta tes

T o ta l M a n u fa c tu r in g 69,771 - 1 . 3 - 0 . 8

D u ra b le  G o o d s 26 ,075 - 1 . 8 - 1 . 5
P r im a ry  M e ta l 3 ,056 - 6 . 8 - 5 . 9
L u m b e r a n d  W o o d 2,670 - 4 . 6 - 5 . 4
F u rn itu re  a n d  F ix tu re s 3 ,565 - 4 . 1 - 4 . 3
E le c trica l M a c h in e ry 3 ,703 - 0 . 1 0.0

N o n d u ra b le  G o o d s 4 3 ,6 9 6 - 1 . 0 0.0
Food a n d  K in d re d  P roducts 5 ,738 +  3.8 +  0 .6
T ob acco  M a n u fa c tu r in g 1,787 +  4.2 0.0
T e x t ile  M il l P rodu cts 18,065 - 3 . 1 - 4 . 5
P a pe r 2 ,028 - 0 . 7 +  1.4
C h e m ica ls 5,181 - 0 . 3 +  3 .0

CIGARETTE PRODUCTION INDEX
S E A S O N A L L Y  A D J U S T E D -M O N T H L Y  A V E R A G E  

1 9 5 7 - 1 9 5 9 =  1 00

N o te :  M a rc h ,  A p r i l ,  M a y  1 9 6 7  F ig u re s  E s tim a te d .

S o u rc e : U. S. T re a s u ry  D e p a r tm e n t ,  I n te r n a l  R e v e n u e  
S e rv ic e .

of the major categories. Government employment 
averaged about 7.4% above year earlier levels during 
the first five months. Agricultural employment con
tinued its long-term decline.

Personal Income Up Personal income in the 
District, as in the nation, rose significantly in the 
first four months compared with early last year. 
Several factors help to account for the rise. Among 
them w ere: a larger employed labor force, higher 
wage and salary rates, and larger transfer payments 
including Social Security, Medicare, and various 
welfare programs.

Cigarette Production Up After clim bing to a 
high level in January, cigarette production dropped 
for three successive months and then climbed very 
sharply in May, according to tax statistics maintained 
by the Internal Revenue Service. Despite further 
publicity on smoking hazards, cigarette consumption 
has continued to grow. Early in June major com
panies raised cigarette prices, particularly on their 
new extra-length brands.

District Economy Healthy In summary, al
though there have been some soft spots in the region’s 
economy this year and despite some easing of the 
extreme expansiveness of last year, many indicators 
point to continued growth. The unemployment rate 
remains low in comparison with earlier periods and 
personal income and total employment have continued 
to expand.
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THE FIFTH DISTRICT
BANKING DEVELOPMENTS—FIRST HALF, 1967

In the fall of 1966, the Federal Reserve returned 
to an expansive monetary policy after several months 
of gradually increasing restraint. The tight money 
policy of 1966 was a relatively brief interruption in 
an expansionary monetary policy dating back to 1960, 
but the reaction of commercial banks to the swelling 
volume of reserves in the first half of 1967 was very 
different from their reaction to reserve increases in 
the preceding six years. In the earlier years, loan 
demand was strong and growing, and most reserve 
increases became the basis for new loans. Toward 
the end of the expansion, many banks liquidated sub
stantial amounts of securities in order to obtain even 
more reserves for loan expansion. But in the first 
half of 1967, most additional reserves were used to 
expand investments, and less than half of the growth 
in total bank credit was in the form of loans. Bank 
loan demand, at least at prevailing rates, was rela
tively slack. Some corporations apparently used the 
proceeds of new bond issues to pay off outstanding 
bank loans. Banks used excess reserves to build 
liquidity and to add substantially to holdings of long
term securities, especially municipals.

Total reserves at Fifth District member banks de
clined seasonally in the first six months of this year, 
but the very low level of borrowing from the Federal 
Reserve is evidence of the easy availability of re
serves. Another indicator of the increase in reserve

availability at Fifth District banks was the sharp rise 
in time and savings deposits. At District weekly re
porting banks, time deposits rose almost 1 1  %  to a 
total of $4,212 million in the first six months of 1967 
compared with a 7% increase in 1966. Negotiable 
certificates of deposit in denominations of $ 1 0 0 , 0 0 0  

or more accounted for about 15% of the increase, 
rising from $315 million on January 4 to $376 million 
on June 28, 1967. Demand deposits followed roughly 
the same pattern as in other recent years, but with 
a 5% drop to $5,847 million in the half-year, com
pared with a decline of less than 4%  in 1966.

Investments Expanded Rapidly After sagging 
sharply in 1966, total investments at District weekly 
reporting banks rose over $300 million in the first 
half of this year to a total of almost $3 billion. 
Approximately two-thirds of the 10% increase oc
curred in long-term municipals, which rose from less 
than $1 billion to well over $1.2 billion. For the 
country as a whole, commercial banks absorbed about 
two-thirds of the net expansion of state and local 
government issues in the first six months of 1967, 
compared with about one-third in the previous year 
as a whole. Holdings of l-to-5 year Governments 
also rose substantially, from about $850 million to 
$975 million.

Holdings of Treasury bills and other Governments 
with maturities of one year or less fell substantially
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>, INVESTMENTS, 
DEPOSITS

EEKLY REPORTING BA N K S  

■  1st H a lf  1967

G ross  Loans

C o m m e rc ia l a n d  
In d u s tr ia l Loans

Real Esta te  Loans

R e m a in in g  Loan 
C a te g o rie s

T o ta l In ve s tm e n ts

from March through June. Short-term municipals 
and over-five-year Governments declined moderately, 
and holdings of government agency participation 
certificates and miscellaneous stocks and bonds edged 
up slightly.

Liquidity Restored It frequently has been men
tioned in the financial press that the recent in
vestment bulge at commercial banks represents a 
liquidity build-up. Banks trimmed their investments 
sharply in 1966 in an effort to meet record loan de
mands, and the ample reserves provided in recent 
months, together with loan demand well below that 
of a year ago, have made it possible to restore 
liquidity to a more comfortable level. If liquidity is 
defined in the usual sense, however, in terms of the 
ability of a bank to raise cash on short notice with 
small risk of loss, the lengthening of investment 
portfolios would seem to be inconsistent with this 
objective. But liquidity has no hard and fast defini
tion. It must be viewed in terms of the needs of 
the moment. Liquidity is usually maintained for 
two purposes: to meet deposit withdrawals and to

provide for loan expansion. In view of the public’s 
attitude toward both deposits and loans in the first 
half of 1967, the pattern of bank portfolio manage
ment seems quite logical.

At Fifth District banks, demand deposits declined 
while time deposits rose; and the increase in time 
deposits included relatively few large denomination 
negotiable certificates of deposit. Thus these de
posits may be considered to be fairly stable, pre
senting no need for increased holdings of short-term 
securities to cover possible withdrawals. A  very 
slow rate of growth in gross loans also minimized 
the necessity for liquidity to cover loan expansion. 
The high cost of time deposit funds provided ample 
incentive to invest in long-term securities, where the 
rate of return was highest, and the promise of a fiscal 
policy which would make Treasury bills available in 
the near future on favorable terms strengthened that 
incentive.

Loan Demand Off Gross loans at Fifth District 
weekly reporting banks, after falling seasonally in 
the first two months of this year, began to rise slowly 
in March, but at the end of June, they totaled ap
proximately $6.5 billion, up only $16 million from 
the end of 1966. Commercial and industrial loans 
rose less than 3%  in the six month period, compared 
with 7%  in the first half of 1965 and 9%  in the first 
half of 1966. They totaled $2.1 billion at the end 
of June. The growth of real estate loans also lagged 
well behind the past two years through April, but in 
May they turned up sharply and rose at about the 
same pace as in other recent years through the end 
of June. For the first half of the year, real estate 
loans rose 5 ^ % , compared with 6 ^ %  and 8 % for 
the same months in 1966 and 1965 respectively.

Consumer installment loans gained less than 1% 
at weekly reporting banks in the first three months 
of this year, but they turned up slightly in April, 
and by the end of June had risen $28 million to a 
total of almost $1.4 billion. Loans to commercial 
banks and other financial institutions fluctuated 
widely from December through June, and fell $137 
million during the period to $621 million. Agri
cultural loans have grown far slower in 1967 than in 
other recent years. They rose slightly more than 
15% during the first six months, to a total of $67 
million, compared with increases of 31% in the first 
half of 1966 and 78% for the same period in 1965.

PH O TO  CREDITS

6. & 7. V irg in ia  C h a m b e r o f  C o m m erce ; R ichm ond 
N e w s p a p e rs , Inc.; S o u th  C a ro lin a  S ta te  D e ve lo p m e n t 
B o a rd . C h a r t— U. S. C o a s t a n d  G e o d e tic  S u rvey .
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THE FIFTH DISTRICT J j

Several industries in the District report little 
evidence of the upsurge in the economy that is pre
dicted for the latter part of this year. Nevertheless, 
Fifth District nonagricultural employment, seasonally 
adjusted, increased by 25,700 jobs in June over May 
and regained nearly all of the ground lost during the 
previous three months. The increase of 0.4% was 
0.2% ahead of that for the nation. District insured 
unemployment rates averaged 1.8% in July which 
was below the national level. These rates were 
higher than for the same period a year ago in the 
District as well as the nation.

Textiles Early in the summer, millmen were 
faced with a sluggish market and took steps to curtail 
production. Inventories were high and orders down 
in many areas, leading to spot delivery at profitless 
prices in some instances. Confronted with a dull 
market, textilemen feared that severe cutbacks in 
the work week would lead to a labor shortage at a 
later date by forcing skilled workers into newly 
established industries. Inventory adjustments were 
necessary, however, and despite the prospect of a 
future labor shortage, most mills reduced their work
week from six to five days. Vacation shutdowns 
were extended in some instances.

In recent weeks there has been some indication 
that an upturn in the textile industry may be in the 
making. Price boosts in cottons, synthetics, poly
ester/cottons, and worsteds, all of which had ex
perienced a considerable price deterioration, were 
probably spurred by recent wage increases averaging 
6 ^2 %. Also buyers have shown more interest in 
forward commitments. There have been substantial 
bids for fourth quarter delivery and in some fabrics 
orders have been placed through next March. Raw 
cotton prices have also risen considerably in the 
past month. Prices have been stimulated by the 
sharp cutback in production of cotton for the current 
year with output estimated to be 13% below last 
year. This year’s cotton crop was the smallest of the 
20th century. A  large number of acres were diverted 
under the government program, the planting season 
was poor, and cool, damp weather caused adandon- 
ment of many acres that had been planted.

There are also other signs which indicate that the

period of adjustment in the industry may be nearing 
an end. Seasonally adjusted textile mill man-hours 
increased 0.4% in June from May, although they are 
running slightly below a year ago. Unadjusted June 
employment reached 451,100 jobs, the highest since 
January.

In spite of this generally favorable situation, there 
still appears to be some degree of caution in certain 
sectors of the industry. Some express fear that 
cotton textile imports could increase considerably in 
the wake of current and prospective price hikes. 
According to the Commerce Department, cotton 
textile imports in the first six months of 1967 were 
11% below the same period a year ago, when U. S. 
prices were sagging. However, millmen are an-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1967



VALUATION OF BUILDING PERMITS ISSUED
FIFTH DISTRICT STATES

(in  th o u s a n d s  o f d o lla rs )

Second Second Per ce n t C h a n g e
Q u a r te r Q u a r te r f ro m  F irs t

T o ta l 1966 T o ta l 1967 Q u a r te r  1967

D is tr ic t  o f  C o lu m b ia 3 5 ,6 0 5 .4 4 8 ,1 2 8 .8 101 .6
M a ry la n d 3 1 ,5 2 9 .4 44 ,060.1 103 .9
N o r th  C a ro lin a 9 5 ,7 8 7 .7 96 ,7 6 0 .4 33 .2
S o u th  C a ro lin a 17 ,958 .4 3 1 ,2 0 6 .0 27 .7
V irg in ia 8 1 ,1 2 3 .7 7 5 ,2 4 2 .6 -  6 .9
W e s t V irg in ia 8 ,2 3 8 .4 6 ,2 3 1 .9 -  2 6 .4

T o ta l 2 7 0 ,2 4 3 .0 3 0 1 ,6 2 9 .8 30.1

ticipating an upsurge in imports due to the recent 
tariff reductions under the Kennedy Round.

Furniture Considerable uncertainty still seems 
to prevail in the furniture industry. The July 
Southern Furniture Market in High Point generated 
little enthusiasm among furniture manufacturers. 
Attendance was 7-10% behind last year and while 
some firms reported good sales, buying on balance 
was considered sluggish. Prices remained firm even 
though some companies are being compelled to offer 
“ deals” to keep the labor force at its present level.

The chart suggests continued shallowness in 
consumer demand. Unfilled orders, orders booked, 
production and shipments during the second quarter 
are down compared with the second quarter last 
year. At the same time, finished goods on hand 
have increased. On the positive side, cancellations 
declined almost 16% from a year earlier during the 
second quarter. Accounts receivable increased a 
little over 1% and payrolls were up almost 2%  during 
the same period.

Attempting to recover from a shaky past year and 
the profit squeeze which has gripped the industry, 
manufacturers are anticipating price increases in the 
not too distant future which could range from 5% 
to 8% . Despite the doldrums of the past, sales have 
begun to pick up in the most recent weeks, and most 
manufacturers are optimistic about the fall market.

Construction Construction activity in the D is
trict is still experiencing some weakness. Seasonally 
adjusted total construction contracts in June edged 
forward almost 19% from the May level but dropped 
2.1% in July. In June contracts for non-residential 
construction made the largest relative month-to- 
month gain since December, but in July they declined 
slightly. Seasonally adjusted residential contracts 
slipped in both months. In June they showed the 
greatest monthly decline since January and dropped 
another 4.1% in July. The unadjusted cumulative 
index of construction contracts for the first seven 
months of the year is still well below the same period

last year for total, residential, and non-residential 
construction. The seasonally adjusted July index 
of residential construction was 12% ahead of July a 
year ago, but on a cumulative basis is running almost 
18% below the comparable period last year.

The seasonally adjusted District building permit 
index, reflecting future construction contract activity, 
declined in June to its lowest point since January 
but in July regained the ground lost in June. As 
evidenced in the accompanying table, District build
ing permits increased considerably in the second 
quarter of 1967 compared with the first quarter and 
showed a moderate increase over comparable figures 
for a year earlier. With the exception of Virginia 
and West Virginia, all states contributed to the 
quarterly increase.

District construction employment was 357,000 in 
June, the lowest figure since November 1965. Em
ployment was essentially unchanged in West V ir
ginia and Virginia but declined in all other states.

Banking For the first eight months of this year, 
the most significant development in District banking 
was the rapid growth in total investments. A l
though the increase in loans was small, the substantial 
advance in investments brought about a sizable gain 
in the amount of credit extended by District banks. 
Total bank credit increased 5.0% since the beginning 
of 1967, in sharp contrast to the 1.3% decrease for 
the comparable period last year.

Total investments rose at a steady pace between 
January and August. The cumulative percentage in
crease reached 17.2% on August 30, and the absolute 
increase of $452.3 million compares with a $32.8 
million decrease up to that date in 1966. Partially 
responsible for the sizable increase in investments 
was the rapid growth of time deposits, which allowed 
banks to invest heavily in long-term municipals. 
Holdings of U. S. Government securities rose $159.9 
million from January through August 30, but hold
ings of other securities, which are chiefly municipals, 
registered a substantial advance of $292.4 million 
in the same period. The largest proportion of the 
increase in Government securities was a $117 million 
gain in Treasury notes maturing in one to five years.

Dorothy E. Ferrell and Carla IV. Russell

P H O TO  CREDITS

V irg in ia  C o m m iss io n  o f  G a m e  a n d  In la n d  F isheries; V i r 
g in ia  D e p a r tm e n t o f  C o n s e rv a tio n  a n d  E conom ic D e
v e lo p m e n t;  U. S. D e p a r tm e n t o f  A g r ic u ltu re ,  Forest 
S e rv ice ; U. S. D e p a r tm e n t o f  th e  In te r io r ,  B u rea u  o f  
O u td o o r  R e crea tion .
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THE FIFTH

What economic conditions can residents of the 
Fifth District expect to be enjoying by 1975? How 
will their economy compare with that of other 
areas in the country? The long-range nature of 
such questions obviously prohibits precise forecasts. 
Usually forecasts are made for only a year or two 
into the future, but the National Planning Associa
tion’s Center for Economic Projections has recently 
published, as a part of its Regional Economic Pro
jection Series, a report making long-range economic 
projections for 224 metropolitan areas.

These projections give some idea of the state of the 
overall economy since metropolitan areas are closely 
tied to all areas of the nation’s economy. Using the 
figures in the above report, the June 1967 issue of 
Looking Ahead, a monthly publication of the National 
Planning Association, forecasts that by 1975 “ 60 per 
cent of the nation’s population will be concentrated in 
the 25 largest metropolitan areas,”  and that “ the 
share of employment and personal income for these 
25 metropolitan areas will be greater than their 60% 
share of the population.” Excerpts from these 
figures, presented in the accompanying table for 
Fifth District metropolitan areas, provide the basis 
for this article.

The NPA Study The cities surveyed in the study 
are Standard Metropolitan Statistical Areas, grouped 
according to eight multistate regions. Two of the 
20 Fifth District cities included are in the Middle 
Atlantic region, which stretches from Maryland to 
New York. The other 18 are classified in the 
Southeast group, which encompasses cities from V ir
ginia to Florida in the South and to Arkansas in the 
West. For each of the 20 metropolitan areas, a 
1975 estimate is presented for population, employ
ment, personal income, and per capita personal in
come. These projections are then used as a basis 
for calculating annual growth rates for the period 
from 1962 to 1975.

Population Projections for the two geographic 
areas which include Fifth District cities present con
trasting rates of urban population growth. Of the 
eight large regions included in the study, the South
east region is expected to experience the fastest 
annual rate of increase of metropolitan population

between 1962 and 1975 (2 .3 % ), while the Middle 
Atlantic region is projected to realize the slowest 
growth (1 .2 % ). As a result, the percentage of the 
Middle Atlantic region’s total population in metropo
litan areas is expected to remain approximately un
changed at 86% while the fraction of the Southeast’s 
population living in urban areas is forecast to grow 
from 43% to 55%. This growth in the Southeast 
generally characterizes regions whose metropolitan 
areas have grown relatively late.

An annual metropolitan growth rate of 2.0% is 
forecast for the Fifth District as compared with a 
rate of 1.7% for the 224 areas as a whole. Growth 
rates within the Fifth District range from 0.5% in 
Charleston, West Virginia to 3.2% in Newport 
News. Washington and Baltimore, the two District 
cities classified in the Middle Atlantic region, have 
projected growth rates of 1.9% and 2.4%, re
spectively, both considerably above the average of 
1.2% for their region. The average for the 18 Dis
trict cities in the Southeast, however, is somewhat 
below the 2.3% average for the Southeast as a whole.

Employment A ccord ing to the N P A  study, em
ployment opportunities seem to be the major factor 
influencing metropolitan growth. Areas of rapid 
employment growth exhibit high growth rates for 
population. The average annual rate of employment 
growth for Fifth District areas is projected at 2.4%, 
just above the 2.2% figure for all the metropolitan 
areas surveyed.

Baltimore and Washington, with 2.8% and 2.1% 
growth rates, respectively, exceed the Middle Atlantic 
regional average of 1.6%, while Fifth District cities 
in the Southeast region are forecast to have employ
ment growth rates generally below their 2.8% re
gional estimate from 1962 to 1975. Baltimore and 
Washington are areas of large government employ
ment. In addition, Baltimore has large industrial, 
financial, and shipping interests. Newport News, 
characterized by large Federal shipbuilding contracts, 
is forecast to have the greatest employment growth 
rate in the District through 1975, 3.5% per year.

Per Capita Personal Income The projected aver
age annual growth rate for per capita personal in
come of all Fifth District Metropolitan areas is 2.5%,

11
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

October 1967



1975 PROJECTIONS FOR FIFTH DISTRICT M ETROPOLITAN AREAS

A re a

1975 P ro je c tio n s
A v e ra g e  A n n u a l Rate o f  G ro w th  

19 6 2 -1 975  (% )

E m p lo y 
m e n t
(000)

P o p u la 
t io n

(000)

P e rson a l 
Incom e  

(in  m illio n s  o f  
1960 d o lla rs )

Per C a p ita  
P e rson a l 
Incom e  

( in  1960 c o n 
s ta n t  d o lla rs )

E m p lo y 
m e n t

P o p u la 
tio n

P e rsona l
Incom e

Per C a p ita  
P e rson a l 
Incom e

U N ITED STATES M ETR O P O LITAN 6 2 ,1 0 7 154 ,286 5 4 8 ,5 4 9 3 ,5 5 5 2.2 1.7 4 .2 2 .4

*  FI FTH DISTRICT M ETR O P O LITAN 4,408 10,725 36 ,372 3,391 2.4 2.0 4 .6 2 .5

A l l M id d le  A t la n t ic  M e tro p o lita n 16 ,652 39 ,4 6 2 150 ,109 3 ,8 0 4 1.6 1.2 3 .6 2.4

B a lt im o re 1,013 2 ,382 8 ,238 3 ,4 5 8 2.8 2.4 4 .9 2.5

W a s h in g to n , D. C. 1 ,186 2 ,715 11 ,257 4 ,1 4 7 2.1 1.9 4.2 2.3

A l l S o u th e a s t M e tro p o lita n 8 ,870 2 3 ,3 6 0 68,361 2 ,9 2 6 2.8 2.3 5.1 2.7

A s h e v il le 67 159 490 3 ,078 2.1 1.5 4 .6 3.0

C h a rle s to n , S. C. 102 323 863 2 ,6 6 9 1.9 1.4 4 .5 3.1

C h a rle s to n , W . V a . 97 273 92 9 3 ,4 0 0 0 .9 0 .5 3 .7 3.1

C h a r lo t te 190 475 1 ,545 3 ,250 2.5 2 .7 4 .7 2 .0

C o lu m b ia 134 381 967 2 ,538 2.7 2.4 5.2 2.8

D u rh a m 6 2 145 4 2 9 2 ,9 6 9 2.2 1.8 4.2 2 .4

F a y e tte v il le 49 178 568 3 ,1 9 8 2.9 0 .7 5 .2 4 .5

G re e n s b o ro 165 339 1 ,105 3 ,2 6 3 2.4 2 .0 4 .5 2.4

G re e n v il le ,  S. C. 148 339 915 2 ,702 2 .3 1.8 4 .4 2.6

H u n tin g to n 98 291 791 2 ,718 1.6 1.0 3 .7 2.7

L yn ch b u rg 72 150 41 4 2,761 2 .9 2.1 5.2 3 .0

N e w p o r t  N e w s 133 368 1,078 2 ,934 3.5 3.2 6.1 2.8

N o r fo lk 262 814 2 ,258 2 ,7 7 4 2.7 2.2 5.1 2.8

R a le ig h 114 257 829 3 ,2 2 7 3 .2 2.9 6.1 3.1

R ichm ond 267 566 1,846 3 ,2 6 3 2.2 1.6 4 .0 2.3

R o anoke 95 204 593 2 ,9 0 7 2.4 1.6 4.3 2 .7

W ilm in g to n 45 126 4 0 4 3 ,199 2 .4 2.3 6 .4 4 .0

W in s to n -S a le m 109 240 853 3 ,5 5 7 1.9 1.4 4 .4 2.9

* C a lc u la te d  b y  F e d e ra l Reserve B a n k  o f  R ichm ond.

S ource : N a t io n a l P la n n in g  A s s o c ia t io n , "E c o n o m ic  a n d  D e m o g ra p h ic  P ro je c tio n s  f o r  224  M e tro p o lita n  A re a s , "  M a y  1967.

slightly above the national average. Although small, 
this differential suggests the continuation of a trend 
of recent years. Per capita personal income in 
Fifth District states has been moving closer to the 
national average, and the slightly larger growth rate 
forecast for the District through 1975 indicates this 
trend will continue, at least in metropolitan areas. 
The average annual growth rate for per capita in
come of Fifth District cities through 1975 ranges 
from 2.0% in Charlotte to 4.5% in Fayetteville. 
Projected growth rates for personal income and per 
capita income in cities in both North Carolina and 
South Carolina suggest that those cities will continue 
their rising income levels.

In absolute terms only four cities in the District 
are forecast to have a per capita income level of 
$3,400 or above in 1975. Washington has the highest 
projected level with $4,147 per person, equivalent to

a 2.3% annual growth rate. Winston-Salem, Balti
more, and Charleston, West Virginia, in that order, 
have the next highest levels.
C o n c lu s io n  A ccording to the recent study of the 
National Planning Association, residents of the Dis
trict’s metropolitan areas can expect the growth rates 
for employment and income to compare favorably 
with those of the nation between now and 1975. 
Growth rates for income and employment in these 
areas are projected to exceed the national averages.

Joseph C. Ramage

CREDITS

6. &  7 . W r ig h t  B ro th e rs ' p la n e — S m ith s o n ia n  In s t i tu 
t io n ;  H ans P h a a l's  B a llo o n  b y  G e rry  G e rs te n  a n d  
L e o n a rd o  d a  V in c i's  sketches f ro m  C h a m p io n  P apers, 
Inc., IM A G IN A T IO N .
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THE FIFTH DISTRICT J

Most of the latest data suggest that the pace of 
business in the Fifth District may be picking up after 
showing a rather lackluster performance for most of 
the year. Demands for textiles and furniture show 
signs of renewed strength and the chemical industry 
appears to be recovering from a mild slump in the 
first half of the year. Construction activity has in
creased, and employment continues at a high level 
in most industries. Financial data for the District 
so far this year reflect a distinctly slower pace of 
growth than in the same period of 1966.

Loan Demand Off The chart shows that business 
loans at Fifth District weekly reporting banks rose 
steadily in 1966, but after the seasonal peak at the 
end of the year they failed to rise in the first three 
quarters of 1967. They fluctuated around the year- 
end level and were no higher in September than 
nine months earlier. Real estate loans after the first 
quarter of this year rose at about the same pace as 
in other recent years, but all other loans, including 
consumer loans, were still well below the December
1966 level. Banks have had adequate reserves and 
have borrowed very little from the Federal Reserve. 
The slow growth in loans appears to be due pri
marily to sluggish demand.

Time Deposits Up Tim e and savings deposits at 
Fifth District banks rose steadily in 1966, but in

early 1967 they turned up sharply and continued to 
increase rapidly until the end of August. Rising 
personal income, due chiefly to higher wages and 
rising employment, gave individuals additional funds 
to save. Corporations and state and local govern
ments rebuilt their liquidity through record offerings 
of securities with at least some of the proceeds going 
into time and savings deposits. Relatively high in
terest rates on time deposits thus succeeded in at
tracting funds from all types of depositors. The in
crease in savings was not restricted to commercial 
banks. Savings and loan associations and other 
financial intermediaries also received heavy inflows 
of funds. Demand deposits, which reflect to some 
extent the volume of loan activity, dropped somewhat 
more than seasonally in early 1967, and have in
creased only moderately since then.

Loan-Deposit Ratio Down The ratio of total 
loans to total deposits, an indicator of the banking 
system’s ability to meet future loan demand, rose at 
Fifth District weekly reporting banks in 1966 from 
less than 64.5% to more than 66.5%. It began 
dropping in the second half of last year, however, 
and as deposits grew rapidly with little increase in 
total loan volume, the ratio fell steadily and by Sep
tember it was well below 64%.

LOANS

M illio n

DEPOSITS

FIFTH DISTRICT WEEKLY REPORTING BA NKS 

$ M il lio n

LOAN-DEPOSIT RATIO

Per C ent
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BANK DEBITS* INVESTMENTS * INTEREST RATES

$ M il lio n $ M il l io n Per C e n t

*S M S A s a n d  S e lec ted  C itie s , F ifth  D is tr ic t kF ifth  D is tr ic t W e e k ly  R e p o rtin g  Banks
S ource : B o a rd  o f  G o v e rn o rs  o f  the  

F ed e ra l Reserve S ystem .

Higher Deposit Turnover Bank debits to demand 
deposits show primarily the dollar volume of checks 
written and are measured for major population 
centers in the District and across the nation. They 
frequently are used as indicators of financial activity 
in individual metropolitan areas, but the sum of all 
debits for major District cities also gives some in
dication of the trend of business activity in the Dis
trict as a whole. The series fluctuates widely, but 
the general trend in bank debits was upward through 
the end of 1966. They turned down and fell for 
about four months in 1967, but since then have 
moved up sharply.

Investment Volume Up W hen the flow  of re
serves was reduced and money became tight in 1966, 
the banking system liquidated substantial amounts of 
securities in order to meet loan demand and also to 
pay off maturing certificates of deposit. With the 
advent of an easier monetary policy late last year, 
banks began rebuilding their investment portfolios. 
In 1967, total investments at Fifth District weekly 
reporting banks have risen at a record pace. During 
most of the first three quarters, holdings of tax 
exempt state and local Government securities rose 
most rapidly. The demand for short- and inter
mediate-term tax exempts was especially strong. 
One-to-five year Federal Government issues also rose 
substantially. Holdings of short-term Governments 
fluctuated during the first half of the year and turned 
up sharply in June as large new issues were marketed. 
The volume of long-term Governments held has de
clined steadily since mid-1966. The overall pattern 
of investments suggests that banks have added con
siderably to their net liquidity so far this year.

Large new supplies of short-term Treasury debt have 
contributed to the increase in bank liquidity.

Interest Rates Dip M ost interest rates turned 
down late last year and fell during the first half of 
1967. Mortgage money became more easily available 
as funds poured into savings and loan associations 
and mutual savings banks, and rates declined steadily 
until the second quarter. They have been edging 
upward since then, however, and in some areas have 
passed their 1966 highs. Many mortgage investors 
have already committed all their available funds well 
into the future. Others are finding alternative in
vestments at attractive rates.

The demand for business loans has been much less 
vigorous this year than last, and the Federal Re
serve’s quarterly interest rate survey shows lower 
average rates on business loans for each quarter this 
year. Business borrowing from banks apparently 
has been affected by inventory reductions, postpone
ments of expansion plans, and by the acquisition of 
funds from alternative sources.

Rates on 3-month Treasury bills fell sharply from 
their late 1966 high until June, when they turned up 
again. With several large new issues reaching the 
market, they continued to rise in the third quarter.

Harmon H. Haymes

PH O TO  CREDIT

6. &  7. V irg in ia  C o m m iss io n  o f  G a m e  a n d  In la n d  
F isheries.
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THE FIFTH DISTRICT j K
AGRICULTURAL OUTLOOK FOR 1968

Domestic demand for farm products will expand 
further; exports are expected to continue at a high 
level; farm output will remain high; production ex
penses will continue to increase; and net farm income 
will probably equal the reduced level of 1967. This, 
in a nutshell, is the national outlook for agriculture 
in 1968 as seen by top economists of the U. S. De
partment of Agriculture.

In appraising the agricultural outlook for the year 
ahead, U S D A ’s analysts assumed that general 
economic activity in 1968 would expand further and 
at a somewhat faster pace than in 1967. They also 
assumed average growing conditions and took into 
consideration the probable effects of changes in the 
farm programs for cotton, corn, sorghum grains, 
and wheat.

More detailed forecasts of the Department of 
Agriculture are given below.

Farm Prices, Costs, and Income Farm prices in 
1968 promise to show some improvement over the 
reduced levels of 1967, primarily because of pros
pects for higher prices for livestock and livestock 
products. Expectations point to a decrease in grain 
production and a sizable increase in cotton produc
tion, but overall crop output in 1968 will probably 
show little change from that in 1967. Though gains 
are unlikely to be big, output of livestock products 
is expected to at least equal the record production 
of 1967.

Farm production expenses in 1968 will probably 
increase by another $1 billion, the same as in 1967. 
Prices paid for production items of nonfarm origin 
will likely continue their upward trend. Overhead 
items such as real estate taxes, interest payments, 
and depreciation charges will be sharply higher. 
Feed and fertilizer usage will likely increase, and 
wage rates will be higher.

Both cash receipts from farm marketings and 
Government payments to farmers are expected to in
crease in 1968. These gains will likely boost the 
nation’s realized gross farm income to a new record 
high of slightly more than $50 billion. But the con
tinued rise in production expenses may largely offset 
the gain, and realized net farm income will probably 
remain at the 1967 level of about $14^4 billion. This

would be sharply lower than the near-record $16.4 
billion in 1966 but well above all other years since 
1952. Realized net income per farm and after-tax in
come of farm people seem likely to increase, however.

Supply and Demand Conditions There is con 
siderable variation in the 1967-68 supply situation of 
the various farm products. Supplies of soybeans, 
peanuts, and the “ free” supplies of feed grains are 
at record levels. Supplies of most kinds of tobacco 
have been adjusted downward toward a better 
balance with requirements. Cotton supplies are 
significantly lower, but wheat supplies are larger. 
Little change is expected in the supply of total crop 
food products.

Demand for farm products, both at home and in 
foreign markets, is expected to continue strong in
1968. Here at home, a further expansion in economic 
activity and the accompanying increases in employ
ment and wage rates indicate a continued rise in 
disposable personal income. Gains in consumer 
buying power will also be accompanied by a growing 
population. With rising incomes and retail food 
prices 2%  to 3%  higher, expenditures for food will 
probably climb some 3%  to 5% higher in 1968. 
The percentage of income spent for food will likely 
remain about the same as the 17.7% in 1967, 
however.

United States agricultural exports during fiscal 
year 1968 appear to be headed toward $6.7 billion, 
the same as two years ago and close to last year’s 
record of $6.8 billion. Sales for dollars are expected 
to reach $5.1 billion, also near last year’s record dollar 
sales of $5.2 billion. While the value of farm exports 
will be near last year’s level, the volume of products 
shipped will likely be higher.

Outlook for Commodities Brief reviews of high
lights in the outlook for major Fifth District com
modities follow :

Poultry and E ggs : Prospects for 1968 point to 
a slight decline in egg production, a small increase in 
broiler production, and fewer turkeys. The moderate 
cutbacks indicated for production of eggs and turkeys 
and the smaller gain in prospect for broiler output 
reflect producers’ response to lower prices and higher 
production costs in 1967.
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There may be somewhat less competition from red 
meats in 1968, and this could strengthen the demand 
for poultry. Broiler and egg prices may average 
the same the first half of 1968 as in 1967 but are 
likely to average moderately above the relatively low 
levels of 1967 during the last six months. Turkey 
prices through the first half of 1968 will likely average 
below a year earlier, but if production is cut back as 
anticipated, they may average a little above 1967 the 
last half of the year.

Meat Animals: Livestock farmers are expected 
to produce about the same amount of red meat in 
1968 as in 1967. Fed beef output probably will be 
larger than in 1967 and may just about offset a 
further decline in cow slaughter. Fed cattle prices 
for the year as a whole may average a little higher 
than in 1967.

Hog slaughter during the first six months of 1968 
may be about the same or slightly smaller than a 
year earlier. Hog prices during the period are ex
pected to be about the same as a year ago. Hog 
slaughter and prices later in 1968 will depend chiefly 
on the size of next spring’s pig crop. Any sizable in
crease would likely result in a sharp decline in prices.

Dairy Products: Milk production in 1968 is ex
pected to be about the same as in 1967. Gains in 
output per cow will likely offset the continued decline 
in milk cow numbers. Total use of milk may rise 
since both commercial sales and Government dona
tions of purchased dairy products are expected to in
crease. The farm price of milk may average near 
the 1967 average, provided dairy supports and Fed
eral milk marketing order provisions continue at
1967 levels, and cash receipts from dairying will 
probably change little from the record $5.8 billion 
received in 1967.

Tobacco : Supplies of most kinds of tobacco have 
been adjusted downward toward a better balance with 
requirements. The national flue-cured marketing 
quota for 1968 is essentially the same as in 1967. 
Over marketings of the 1967 crop are expected to 
exceed undermarketings, and the adjustments to take 
this into account will reduce the 1968 total of in
dividual farm quotas below 1967. Marketing quotas 
for burley, Maryland, fire-cured, dark air-cured, and 
certain cigar tobaccos will be announced by Feb
ruary 1. The overall support levels for 1968 tobacco 
will be 4%  higher than in 1967 if the parity index 
the rest of the year remains at its October level.

United States production and consumption of 
cigarettes rose to new record levels in 1967. The 
number of cigarettes smoked per capita also increased 
and was second only to 1963. A  further modest in
crease in cigarette consumption is expected in 1968.

United States exports of unmanufactured tobacco 
in 1966-67 were nearly one-third above 1965-66 and 
the largest since 1919-20. Tobacco exports in 
1967-68 may be slightly below the 47-year high of
1966-67 but well above other recent years. The un
certainty of the political situation in Rhodesia, the 
world’s second largest exporter of flue-cured prior 
to United Nations economic sanctions against its 
tobacco, continues to cloud the outlook for United 
States tobacco exports.

Cotton-. This year’s small cotton crop and con
tinued relatively large disappearance point to another 
sharp reduction in cotton stocks. Stocks may fall 
to around 6^4 million bales by next August. This 
would be Sy2 million less than last August and more 
than 10 million below the record high stocks of 
nearly 17 million bales on August 1, 1966. Do
mestic mill consumption in 1967-68 is expected to 
be a little over 9 million bales. Our cotton exports 
will likely be about as large as last year’s 4.7 
million bales.

The 1968 cotton program is designed to increase 
production and to encourage production of a higher 
proportion of medium and longer staples.

Soybeans and Peanuts: Soybean supplies for the
1967-68 marketing year are estimated at a record
I.1 billion bushels, 12% above a year earlier. Soy
bean usage is expected to increase at a faster rate 
than last year, however. Domestic use may rise as 
high as 600 million bushels compared with 551 mil
lion in 1966-67. Soybean exports may increase to 
around 280 to 300 million bushels in comparison with 
257 million last season. Despite prospective in
creases in exports and domestic crush, the carryover 
into 1968-69 will probably be \ l/2 times the 91 million 
bushels at the beginning of this year. Soybean 
prices at harvesttime averaged slightly below the 
support rate of $2.50 per bushel. They are expected 
to return to the support level later in the season.

Peanut supplies in 1967-68 are also estimated to 
be at a record level, about 3%  above a year earlier. 
Total edible consumption is expected to increase, and 
peanut exports may be about the same as last year, 
but they will face larger competitive world supplies. 
Prices of peanuts are expected to average around
II.4 cents per pound, a little above last year.

Sada L.Clarke

PH O TO  CREDITS

C a ro lin a  C a r ib b e a n  C o rp .,  N o r th  C a ro lin a  D e p t, o f  
C o n s e rv a tio n  a n d  D e v e lo p m e n t,  B ryce 's  M o u n ta in  Re
so rt, Inc., D eep C re e k  L a k e -G a rre tt  C o u n ty  P ro m o tio n  
C o u n c il,  The H o m e s te a d .
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THE FIFTH DISTRICT
SAVING IN 1967

Both personal and business-type saving in the 
United States increased significantly during 1967. 
The tendency to save by individuals and businesses 
increased in the Fifth District as well as in the rest 
of the country, as evidenced by larger increases in 
time and savings deposits in the District’s member 
banks.

Total saving out of after-tax income in the United 
States increased to 7.1% in 1967. This amounted 
to about $39 billion. The fourth quarter rate for 
the U. S. was 7.5% of after-tax income, the highest 
quarterly rate since 1953. Several reasons are cited 
for the higher rate last year. Uncertainty about the 
Vietnam war and higher taxes, as well as reduced 
availability of automobiles late in the year seem 
primary.

Based on data for the first ten months of 1967, 
total time and savings deposits in commercial banks 
increased at an annual rate of 15.7%, while those 
in mutual savings banks grew at an annual rate of 
9.5% . According to U. S. Savings and Loan 
League figures, shares in savings and loan associa
tions increased about $10.7 billion, considerably more 
than the $3.7 billion gain of 1966. The annual in
crease in savings in savings and loan associations

had been declining since 1963, and the 1967 bulge 
almost matches the 1963 gain of $11 billion.

Regulation Q ceilings, determining maximum rates 
member banks can pay on time deposits, as well as 
the maximums set by the FDIC for insured non
members, remained fixed throughout 1967. The 
ceilings are 4%  on savings deposits and on multiple 
maturity time deposits of less than 90 days, 5% on 
multiple maturity time deposits of 90 days or more 
and on single maturity time deposits of less than 
$100,000 denominations, and Sy2%  on single ma
turity time deposits of denominations larger than 
$100,000. Rates that banks actually paid edged up 
toward the ceilings during the year, and a number 
of new forms of deposits and certificates were in
troduced by individual banks as they competed for 
the savings dollar.

The information shown in Tables 1 and 2 is based 
upon a survey of Fifth District member banks for 
October 31, 1967, and comparative figures are shown 
for a similar January 31, 1967, survey. Table 1 
shows the amounts held by District member banks 
in each form of time and savings deposits. Pass
book savings accounts comprise 68.7% of all time 
and savings deposits at District banks, and savings 
certificates along with negotiable and non-negotiable

Table 1 SURVE Y  OF T IME A N D  S A V IN G S  DEPO S ITS*  

FIFTH DISTRICT M E M B E R  B A N K S  

October 31, 1967

Type of Deposit No. of Banks Am ount

W eighted  
A ve rage  

M ax. Rate

Per Cent of District Total by States

Md. D. C. Va. W . Va. N. C. S. C.

($ m illions)
%  change 

from  7-31-67

S a v in g s  Deposits 391 4,191 1.7 3.96 19.6 12.5 37.3 12.1 14.6 3.8

S a v in g s  Bonds 9 9 0.0 4.61 15.7 0.0 7.9 0.0 74.2 2.2

S a v in g s  Certificates 91 561 +  10.4 4.96 2.3 9.6 63.1 3.6 19.9 1.5

N on -N e gotiab le  C D 's 263 807 +  5.5 4.94 3.2 16.5 38.2 3.8 34.0 4.4

N egotiab le  C D 's  

Time Deposits,

183 397 +  0.8 4.99 5.8 26.1 29.7 11.1 26.2 1.0

O pen  Account 142 137 

*  Includes ind iv iduals, partnerships and corporations.

+  10.5 4.90 5.0 16.5 28.4 3.6 46.7 0.0
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Table 2 G R O W T H  OF T IME A N D  S A V IN G S  DEPOS ITS  BY STATES  

Fifth District M e m b e r  Banks, 1967

Total Time and  Sav ing s  Deposits Sa v in g s  Deposits Consum er-Type Deposits* Business-Type Deposits

A nnua l
G row th

State Jan. 31 Oct. 31 Rate J a n .31 Oct. 31

($ mi llions) ($ m illions)

M a ry lan d 833 893 9.8 767 823

District of Colum bia 780 837 9.9 505 524

V irg in ia 2,152 2,384 14.6 1,506 1,564

W est V irg in ia 550 606 13.8 464 507

North  Caro lina 1,004 1,173 23.1 553 613

South Caro lina 179 209 22.9 141 161

Fifth District 5,498 6,102 14.9 3,936 4,191

‘ Excludes Christm as sav ings and  other special fund  accounts. 

Note: Details m ay not add  to totals because of rounding.

certificates of deposit make up another 28.9%, leaving 
only 2.4% in the other two categories. Also given 
in Table 1 is the distribution of these totals by states. 
In certain cases, a given type of time and savings 
deposit is concentrated in one or two states. Member 
banks in Virginia and North Carolina, for example, 
have 83% of the Districts’ savings certificates.

chart 1 T IME  A N D  S A V IN G S  DEPOSITS

FIFTH D ISTR ICT  M EM BER  B A N K S

Jan. 31 Apr. 28 July 31 Oct. 31

1967

A nnua l
G row th

Rate Jan. 31 Oct. 31

A nnua l
G row th

Rate Jan. 31 Oct. 31

Annua l
G row th

Rate

($ m illions) ($ mi llions)

9.8 39 44 17.4 27 26 -  4.9

5.0 101 136 48.7 174 178 3.1

5.2 568 746 43.8 77 74 -  5.2

12.5 78 90 21.0 8 9 17.0

14.7 311 394 37.1 140 167 26.5

19.4 34 40 24.0 5 8 87.1

8.7 1,130 1,449 39.3 432 461 9.0

Table 2 shows a comparative distribution by states 
for January and October with estimated annual rates 
of growth. The information in Table 2 suggests that 
Fifth District savings activity during 1967 was con
sistent with the rapid growth of savings throughout 
the United States. In Maryland and Virginia, busi
ness type deposits, i.e., denominations larger than 
$100,000, declined slightly. Total savings of all 
types in District member banks increased by $604 
million, representing an estimated annual rate of 
growth of 14.9%. This is very close to the 15.1% 
mentioned above as the rate of growth in time and 
savings deposits in commercial banks throughout the 
nation in 1967.

Chart I presents a more detailed view of the 
growth of the six types of time and savings deposits, 
based upon data from four quarterly survey dates 
during 1967. Negotiable certificates of deposit and 
savings bonds declined slightly in District member 
banks during the year, while all other forms in
creased. By far the largest rate of increase was in 
open time deposits which advanced $46 million by 
October from January’s $91 million level. Most of 
this was in small denomination open account time 
deposits. The largest actual increases, however, 
occurred over the same period in savings deposits 
of $255 million, and in non-negotiable certificates of 
deposit of $235 million. Savings certificates in
creased in the same period by $107 million, while 
the declines in savings bonds and negotiable cer
tificates of deposit were $8 million and $32 million, 
respectively.

William H. Wallace
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The Fifth District Jd

State government finances generally involve many 
sources and uses of funds. Techniques for raising 
funds include various taxes, Federal Government 
grants and loans, and offerings of securities. The 
most important uses of state funds are for education 
and highways. This article will discuss briefly the 
sources and uses of funds in the five Fifth District 
states, excluding political subdivisions and using 
1966 figures for reference.

Sources of Revenue Fifth District states, like 
most other states in the Union, derive the largest 
part of their revenues from state taxes. Taxes in 
the five states combined are, as seen in the table on 
the next page, nearly three times as large as the next 
greatest source of revenue, United States Govern
ment funds. In Maryland, however, taxes are four 
times the size of Federal Government funds while in 
West Virginia they are less than twice as large and 
in Virginia slightly over twice as large.

Sales and gross receipts taxes accounted for well 
over half of the total taxes collected by all states in 
1966. All Fifth District states except Virginia had 
a sales tax in 1966. The absence of a sales tax in

PER C A P IT A  PER SO N A L  IN C O M E  
1966

States Dist.
States

Source: U. S. Departm ent of Commerce.

Virginia at that time is, in part, reflected in the 
smallness of per capita total taxes in the state in 
1966 relative to the other states shown in the second 
chart. Effective in September 1966, Virginia im
posed a 3%  sales tax which in subsequent years 
should increase the state’s per capita total taxes.

The next largest sources of tax revenue for all 
states in 1966 were, in order, taxes on personal in
come, licenses, corporate income, property, and 
estates and gifts. Personal income taxes, the second 
leading source of state tax revenues in 1966, were 
only one-fourth as large as sales taxes. All Fifth 
District states had personal income taxes in 1966. 
Per capita personal income taxes ranged from 0.6% 
of per capita personal income in West Virginia to 
1.5% in North Carolina. For all Fifth District 
states the ratio was 1.3%. This is considerably above 
the national average of 0.7% which is influenced by 
14 states which had no personal income tax assess
ment in 1966. Excluding those states with no per
sonal income taxes, the national average was 1.15%.

Federal Government funds received by state gov
ernments are almost all grants-in-aid. The grants 
are primarily allocated to highways, public welfare,

PER C A P IT A  STATE T A X E S  
FISCAL 1966

Dollars_____________________________________________________________
200
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0 ____________________________________________

All 5th M d. Va. W. Va. N. C. S. C. 

States Dist.
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Source: U. S. Department of Commerce.
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and education. Fifth District states in 1966 received 
about $351 million of Federal funds for highways, 
nearly $242 million for education, and $229 million 
for public welfare. For all states combined in 1966, 
a total of nearly $4.0 billion of Federal Government 
funds was earmarked for highways, and almost $3.6 
billion for public welfare. Federal funds for educa
tion totaled about $2.6 billion. Other areas receiv
ing Federal funds included employment security ad
ministration, health and hospitals, natural resources, 
and airports.

Included in the total state revenue figures is the 
income of state insurance trusts. These include re
tirement, unemployment, and other insurance ac
tivities. Their principal sources of revenue are 
employee and employer contributions and earnings 
on investments. Total insurance trusts revenue in 
1966 was $7.1 billion, of which $5.8 billion came 
from contributions. In the Fifth District, insurance 
trusts revenue totaled $371 million.

STATE G O V E R N M E N T  F IN A N C E  

Fiscal 1966

(m illions of dollars)

Revenues Expenditures

Total
From

Taxes

From
U.S.
G ov 't

From
Other
Sources Total

All States 55,246 29,380 11,743 14,123 51,043

Fifth District States 4,438 2,517 931 990 4,135

M ary lan d 941 588 147 206 887

V irg in ia 1,035 529 242 314 1,037

W est V irg in ia 563 264 163 136 556

North  C aro lina 1,255 777 253 225 1,127

South Caro lina 595 359 126 110 528

Source: U. S. Departm ent of Commerce.

Debt Aside from the types of state revenues 
previously mentioned, states and state agencies can 
raise funds through borrowing. The form of the 
debt varies. Some debt is incurred by offering se
curities which represent a general obligation of the 
state with the full faith and backing of all the state’s 
resources. Another type of debt financing uses 
revenue bonds. These bonds are serviced only by 
revenue arising from the facility for which the debt 
money is used. The dollar volume of securities 
issued by a state in a given year varies, depending, 
among other things, on the state’s needs and the con
ditions in financial markets at the time.

Expenditures Total expenditures by Fifth Dis
trict state governments in 1966, excluding debt 
financing, were about $4.1 billion, or 8.1% of the 
aggregate spending of all states. Education and high
ways were the largest recipients of state expenditures 
in 1966, both in the Fifth District and the nation. 
State spending for education in the District was 
8.7% of the national total of $17.8 billion, and Dis
trict highways received an even higher 9.5% of the 
national total of $10.3 billion. Only in Virginia did 
the state government spend more on highways, $334 
million, than on education, $307. North Carolina 
accounted for more than a third, $556 million, of 
total state spending for education in the District.

The area receiving the third largest amount of 
state funds in 1966 was public welfare. Over $6 
billion was allocated by all states to various welfare 
programs in 1966. About $314 million, or a rel
atively small 5.2% of the total, was spent in this 
District. Other categories receiving state funds in
clude hospitals, correctional institutions, agriculture, 
forestry and parks, and various judicial and legis
lative functions.

Joseph C. Ramage

12Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

April 1968



1' '-/-VI l in  I Uf\JVMAL

The Fifth District
ECONOMIC GROWTH

Chart I
$ Millions 
700,000

PERSONAL INCOME

1950 1955 1960 1965
Source: Department of Commerce.

Dollars

Total and per capita personal income for the five 
District states, D. C.. and the U. S. for the twenty- 
year period, 1948-1967, are shown in Charts I and 
II, respectively. Both charts are designed to em
phasize comparative rates of growth, and are based 
upon recently published Department of Commerce 
data. Accordingly, they are set up on semi-log scales 
on which lines with equal slopes represent equal 
rates of growth.

The personal income concept is a valuable one in 
assessing the economic progress of states. It is the 
sum of the income received by individual persons 
from all sources, including welfare payments, before 
income taxes and other direct taxes are removed. 
On a per capita basis for a state it is a rough measure 
of average individual prosperity for the population 
of the state. For the U. S. as a whole, total per
sonal income over the last twenty years has averaged 
about 79% of gross national product, with very 
minor variations. There is no throughly reliable 
measure for gross state product, and even though 
the U. S. relationship does not necessarily hold for 
states, the personal income concept might be re
garded as the best available alternative measure of 
state economic activity.

Table 1 shows personal income data for the Fifth 
District states, D. C., and the U. S. in some detail, 
along with state rankings and rates of growth. In 
terms of total personal income, Maryland, Virginia, 
and South Carolina advanced in relative position over 
the 1948-67 period while D. C., West Virginia, and
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Table 1 PERSONAL INCOME

Total Per Capita

1948 1967
Average Annual 

Growth 48-67 1948 1967
Average Annual 

Growth 48-67
$ million Rank $ million Rank % Rank Dollars Rank Dollars Rank % Rank

Maryland 3,331 19 12,644 14 6.9 5 1,467 20 3,434 12 4.3 15

District of Columbia 1,644 33 3,453 36 3.8 47 1,957 1 4,268 1 4.0 25

Virginia 3,624 16 12,592 15 6.4 9 1,130 38 2,776 30 4.6 5

West Virginia 2,126 29 4,210 34 3.5 48 1,120 39 2,341 47 3.8 37

North Carolina 3,732 15 12,049 16 6.0 15 973 43 2,396 44 4.6 4

South Carolina 1,779 32 5,631 30 5.9 17 891 46 2,167 48 4.5 7

United States 208,878 620,568 5.6 1,430 3,137 4.0

Source: U. S. Department of Commerce.
Note: 1967 ranks and ranks of growth are based on 50 states plus D. C. 1948 ranks exclude Alaska and Hawaii.

North Carolina declined in rank. The growth of total 
personal income was higher in four of the states than 
in the U. S., with only D. C. and West Virginia 
growing at slower paces. The four states leading 
Maryland in total personal income growth were, in 
order, Nevada, Florida, Arizona, and California.

Chart I indicates for example that growth was 
somewhat more uniform in Virginia, North Caro
lina, and Maryland over the total period than in 
South Carolina or West Virginia. All the District 
states and the U. S. have shown steadier growth 
since about 1958 than in the earlier years. H ow
ever, prior to that time, the unsteady growth paths 
were more pronounced in South Carolina and West 
Virginia than in the other states. The increased 
diversification of industry in these two states, as 
well as the growth of manufacturing in later years 
is partially responsible for the smoother growth paths 
and the somewhat closer resemblance of their growth 
to that of the U. S.

The per capita figures in Table 1 indicate that 
only Maryland and D. C. exceeded the U. S. average

in either 1948 or 1967 among District states. Top 
rank over the period was retained by D. C. Maryland 
advanced in relative position as did Virginia; how
ever, Virginia remained below the U. S. average by 
$361 in 1967. The Carolinas and West Virginia 
declined in rank over the period. States with lower 
per capita personal incomes than South Carolina in 
1967 were Alabama, Arkansas, and Mississippi.

Some of those states having among the lowest per 
capita incomes have experienced rates of growth 
among the highest. All the District states ex
perienced higher per capita growth rates than the 
U. S. except West Virginia and D. C., the latter 
being about equal to the U. S. Those states having 
higher rates than North Carolina over the twenty- 
year period were, in order, Georgia, Tennessee, and 
Alabama. Chart II shows that since about 1957 all 
District states except West Virginia exhibited rates 
of per capita income growth not significantly dif
ferent from that of the U. S. Prior to that date more 
erratic growth patterns were evident, as was the case 
with total personal income. William H. Wallace
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Gross loans at the 28 weekly reporting banks in 
the Fifth District rose by $36.5 million in the first 
five months of 1968, bringing the total outstanding 
to $7.1 billion as of June 5. This increase contrasts 
with a decrease of $21.9 million for the comparable 
period last year. The growth in total investments 
was smaller than in 1967, reflecting primarily greater 
tightness of monetary policy. Total investments 
grew by only $39.2 million, in marked contrast to 
the sizable $284.1 million growth for the same 
time-span in 1967.

Four Loan Categories Expand The upward trend 
in gross loans began in early April and was pri
marily attributable to increases in four loan cate
gories : consumer instalment loans, business loans, the 
“ all other loan” category, and real estate loans. Dur
ing the first week in June, a $97.8 million gain in con
sumer instalment loans was the largest single ad
vance noted for the year. Consumer instalment 
loans in the District generally paralleled the growth 
of these loans for the nation as a whole. From mid- 
April through early June consumer instalment loans 
rose at a steady pace. By June they were well ahead 
of the 1.6  percentage increase registered for the same 
period last year.

From January to the first week in June com
mercial and industrial loans climbed $72.9 million—- 
a substantial increase when compared to last year’s 
decline of $12.4 million. During the sharp upswing 
that characterized business loans in March and early 
April, such loans grew by $122 million. Around 
the time of the April 15 tax date business loans

CHANGES IN LOANS

FIFTH DISTRICT WEEKLY REPORTING BANKS

Gross Loans c]
Commercial and c
Industrial Loans

Real Estate Loans 1

_x Loans to Domestic

1 Commercial Banks

Loans to Other

1......... . .. Financial Institutions

Security Loans i f
Agricultural Loa

Consumer “1 .
Instalment Loans 1 1967 B  

1968

All Other Loans 

1 1 1 1 1
i i

- 2 0  - 1 5  - 1 0  - 5  0 5 10
Percentage Change

Note: 1967 figures through June 7; 1968 
figures through June 5.
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leveled off and then declined by $36 million between 
April 24 and June 5.

The “ all other loan” category for the 28 weekly 
reporting banks registered a $25.8 million advance 
for the first five months of this year. The per
centage increase as of the first week in June 1968 
more than doubled that of 1967: the figures stood at 
4.9% and 2.4%, respectively.

Real estate loans rose $6.2 million by June 5 ; a 
small increase that remained well below the gains 
noted for the comparable period in both 1967 and
1966. By the first week in June last year, real 
estate loans had advanced $67.4 million.

Other Loans Contract Declines for the first five 
months of this year were noted in loans to the fi
nancial sector, agricultural loans, and security loans, 
but decreases in these categories were not enough 
to offset the previously mentioned gains. Decreases 
in loans to the financial sector were responsible for 
a considerable portion of the total decline. Loans to 
domestic commercial banks fell $45.6 million, and 
loans to other financial institutions dropped $98.7 
million, somewhat smaller than the $122.3 million 
reduction in 1967. Loans to domestic commercial 
banks, however, registered a much larger decline 
this year than last. In percentage terms the decrease 
for the comparable period in 1967 was 1.5%, com

pared with a 22.5% reduction this year. Agricultural 
loans were down $12.2 million as of June 5, 1968, in 
contrast to an increase of $5.6 million in the same 
period last year. Security loans declined $9.7 million, 
compared to the $2 .6  million decline of a year ago.

Business Loans by Industry In a sample of 13 
weekly reporting banks which break down com
mercial and industrial loans by industry, loans to 
commodity dealers were the only type of business 
loan registering a decline. The $36.8 million drop 
in loans to commodity dealers was larger than any 
of the increases noted in the remaining categories. 
The total of classified loans climbed $67.3 million as 
of June 5, 1968. During the comparable period last 
year, the total fell $29.8 million.

Loans to manufacturing and mining establish
ments, which were up $26.0 million, and loans to 
wholesale firms, which gained $23.9 million, were 
responsible for a large part of the increase. Loans 
to construction firms, which declined $18.9 million 
last year, gained $4.5 million as of the first week 
in June 1968. For the five-month period in 1967, 
loans to retail firms decreased $6 .2  million ; for the 
comparable time-span this year they increased $16.6 
million. Slight to moderate gains were noted in all 
the remaining loan categories.

Carla W . Russell
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T h e  F i f t h D i s t r i c t

Some national economic indicators have begun to 
show signs of moderation since the passage of the 
Revenue and Expenditure Control Act of 1968 in 
late June. The moderation in most cases takes the 
form of a decline in previously rapid rates of growth 
of the indicators. Though many economists have 
forecasted the effect of the recent fiscal move, it is 
somewhat early to determine with sufficient precision 
its impact upon the various facets of national eco
nomic activity and much too soon to perceive the 
effects upon particular regions. The economy of 
the Fifth District, at the time of this writing, re
mains buoyant.

Personal Income Estimates of personal income 
for the first four months of 1968 indicate a 9.0% 
increase over the similar 1967 period for Fifth Dis
trict states, while for the U. S. this increase is 7.9%. 
These estimates, prepared by Business Week, also 
indicate a 9.3% increase in personal income for April 
in Fifth District states over April of 1967, compared 
to an increase of 8.1% for the U. S. for the same 
period.

Employment and Unemployment Seasonally ad
justed District nonagricultural employment is esti
mated to have dropped 0.2% in May to a point 2.7% 
above that of May 1967. Total District nonagri
cultural employment grew at an annual rate of 1.6% 
in the first five months of 1968, compared to an 
annual rate of 0.4% in the comparable period in
1967. On the national scene total employment rose 
at an annual rate of 1.9% over the first five months 
of 1968.

A  clearer picture of economic conditions develops 
when employment statistics are considered in rela
tion to unemployment and labor force figures. The 
unemployment rate nationally has moved from the 
14-year low of 3.5% of the labor force in January
1968, up to 3.7% in February, and down again to 
3.5% in both April and May. Though it has risen 
again to 3.8% in June, this is partly attributable to 
a greater than seasonal increase in the labor force 
at the end of the school year. In the Fifth District, 
the rates of unemployment in May were 3.0% in 
Maryland, 2.7% in Virginia, 6.0% in West V ir
ginia, 3.2% in North Carolina, and 4.4% in South 
Carolina. The weighted average for the District,

excluding D. C. for which May figures are not 
available, was 3.7%, slightly above the May U. S. 
rate. In all District states except Maryland, how
ever, May unemployment rates were lower than May
1967 rates; the Maryland rate was 0.1% above a 
year ago. June unemployment figures for the Dis
trict are not available, but are expected to reflect 
the increase in the labor force, shown by the national 
figures, resulting from younger persons leaving school 
and looking for jobs.

Business Inventories Most observers expect a 
decline in inventory building throughout the re
mainder of 1968, following the strong accumulation 
which occurred during the second quarter. Some 
of the accumulation may have been involuntary, but 
steel stockpiling as a hedge against a strike in August 
was a major contributor. For this reason, subse
quent declines in inventory accumulation are likely 
to be more pronounced in the durable manufacturing 
sector. In the Fifth District a decline in inventory in
vestment also seems plausible. Manufacturing re
spondents to our surveys of business conditions in 
the District have indicated some declines in inventory 
accumulation in June following several months of 
gradual increases. The impact of this kind of ad
justment can be expected to be somewhat more sig
nificant in terms of the national economy than in 
the District due to the greater importance of heavy 
manufacturing in other parts of the country.

Retail Sales One of the areas of econom ic ac
tivity in which a tax increase is ordinarily expected 
to bite quickly is retail sales. The current situation 
following the June tax hike, however, is more un
certain than might be expected. The extent to which 
consumers had anticipated the tax rise is unclear, 
and a reported second quarter rise in the savings 
rate may cushion the impact of taxes on future spend
ing to some degree. Moreover, the extent to which 
individuals will meet increased tax payments out of 
reduced saving is unknown. June figures are the 
latest monthly figures available, and they indicate an 
almost negligible increase nationally, on a seasonally 
adjusted basis. Durables were up about 0.8% from 
May and nondurables were down very slightly in the 
U. S. figures, though both categories were con
siderably above a year ago. Automobiles were re

11Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

August 1968



portedly a major factor in the June durables increase. 
In the Fifth District all categories of retail sales in
creased in June, according to our survey respondents. 
But the June responses indicated a considerable 
slackening in the rate of advance from that reported 
in previous months of this year.

Construction The sector of the econom y about 
which most concern has been voiced in recent months 
is construction. Many have feared a substantial 
choking off of construction activity in the face of 
rapidly advancing construction costs and the rising 
cost of mortgage money. However, there is little 
doubt that a large pent-up demand for housing exists, 
to some extent remaining from the sharply curtailed 
construction activity of 1966. Now, with the tax 
and spending law a reality and with prospects for 
increased flows of funds to mortgage lenders, certain 
aspects of the clouded construction picture have 
started to clear. Other elements of uncertainty have 
entered the picture, however, since the Federal ex
penditure cut will affect public construction and the 
tax rise will have some impact upon the building plans 
of individuals and firms. On balance, many ob
servers seem to feel that while public construction 
may suffer, more favorable conditions will prevail 
for private builders as a result of the tax and 
spending law.

A  partially complete picture of national construc
tion activity is available through May and a frag
mentary picture through June, at the time of this 
writing. For the U. S. as a whole, construction 
contracts were sluggish in the first quarter, rose in 
the second, and are believed by some observers to 
have reached their peak for the year. Building per
mits began to decline in April and the decline con
tinued through May and June. Housing starts 
dropped sharply in May, and slightly further in June. 
This has been interpreted by some as indicating that 
expenditures entering the national income accounts

for housing may be off for some months to come. 
New construction outlays declined in May and June 
for both commercial and industrial building and began 
to decline in June on private housing. Public con
struction spending continued to advance through May 
and June. On balance, expenditures for all kinds of 
construction put in place increased in May. The 
final June balance is not yet available. In the past 
year some 40% of the increase in expenditures can 
be attributed to price rises.

For the Fifth District, on a seasonally adjusted 
basis, building permits were 34.1% higher in May 
than in May 1967. For the first five months of 
the year they were 14.1% ahead of the comparable
1967 period. May construction contracts, also sea
sonally adjusted, were 26.7% above May 1967. The 
residential component increase was 9.4% , and the 
nonresidential increase, 45.8%. Preliminary figures 
on building permits for June indicate a continued ad
vance, contrary to the national picture. June con
struction contracts are not available. Respondents 
to our business conditions survey indicate moderate 
continued increases in residential construction ac
tivity and substantial continued advances in both 
commercial and industrial building in June, all con
trary to the national indications. Inferences are 
difficult to draw from these comparisons, but it is 
apparent that Fifth District construction is stronger 
than in the nation as a whole.

William H. Wallace 

E R R A T U M

In the July 1968 issue of the Monthly Review, the 
article titled “ The Federal National Mortgage 
Association” reported incorrectly the number of 
Fannie Mae common stockholders. The error is 
contained in the next to the last sentence of the 
first full paragraph of the left-hand column on 
page 4. This sentence, corrected, should read: 
Stockholders number about 9,500.
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TOTAL INVESTMENTS
FIFTH DISTRICT WEEKLY REPORTING BANKS 

Cumulative Percentage Change

The rapid expansion that characterized total in
vestments at Fifth District weekly reporting banks 
in 1967 all but disappeared in the first seven months 
of this year. From January through July of 1967 
total investments increased by 12.5%, while over the 
same period in 1968 the cumulative increase was a 
mere 0.7%. The cause of this sharp contrast lies 
mainly with the shift in credit conditions. Last year 
the Federal Reserve was injecting reserves into the 
banking system at a fast pace. This situation, 
coupled with slack loan demand, left banks with funds 
to buy securities, and so total investments rose quick
ly and substantially. But this year monetary policy

has been tighter, and the demand for loans greater. 
Reflecting these changes in conditions, banks have 
slightly reduced their holdings of Government se
curities and added to their holdings of other securities 
at a considerably slower pace.

Loan-Deposit Ratio The change in the ratio of 
total loans to total deposits, a measure of the bank
ing system’s ability to meet future loan demand, is 
indicative of the contrast between this year and last. 
Deposits have grown less rapidly this year than in 
1967, while loans have shown more strength. Con
sequently, District banks are in a more “ loaned-up” 
condition than in 1967. Depicting these changes, the 
loan-deposit ratio for such banks rose from 64.1% 
in July 1967 to 64.5% in July 1968.

LOAN-DEPOSIT RATIO
FIFTH DISTRICT WEEKLY REPORTING BANKS 

Per Cent
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INVESTMENTS
FIFTH DISTRICT WEEKLY REPORTING BANKS

$ Millions

Changes in Investments A s the growth of time 
deposits slowed from 1967 and investors allowed 
maturing certificates of deposits to run off in the 
presence of high market rates, banks were faced with 
the decision of how to accommodate loan demand. To 
increase their supply of funds, banks began to liqui
date their holdings of U. S. Government securities. 
One-to-five year Federal Government issues declined 
as early as November of last year, remained practi
cally unchanged from February to May, and then 
dropped substantially in both June and July. Hold
ings of long-term Governments have fluctuated nar
rowly for most of 1968, while remaining well below 
the level of the comparable seven-month period last 
year. Holdings of short-term Governments began 
decreasing in February, reached a low point in 
April and May, and then rose in June and July. 
Treasury financing of $4 billion tax anticipation bills 
in early July could have influenced this upward 
movement. With the beginning of 1968, banks also 
began investing less heavily in tax-exempt state and 
local government securities. Municipals leveled off 
at the first of the year to increase only slightly 
through July. The general movement, then, of total 
investments suggests that banks have reduced their 
investment portfolios to meet the changes brought 
about by the rising demand for loans.

Carla W . Russell
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T h e  F i f t h D i s t r i c t  M

Several notable changes have occurred over the 
last three years in the sources of personal income 
among Fifth District states. (See also “ Fifth Dis
trict Personal Income— 1967” , page 8, this Review.) 
This article uses recently published Department of 
Commerce data to determine the relative importance 
of various income sources and the average annual 
rates of growth in these sources from 1965 to 1967 
in order to highlight the important changes. For 
details, see table, page 12.

The District rate of increase in the wage and 
salary component of personal income was higher 
than in the total U. S. on an annual average basis 
since 1965. The District rate was boosted by North 
and South Carolina and Virginia, in which the wage 
and salary component grew more rapidly than the 
District average.

The highest annual rate of growth in any major 
part of wages and salaries occurred in the govern
ment sector for the District. It was also the largest 
contributor to total District personal income in 1967, 
within the wage and salary category. Again, the 
Carolinas and Virginia derived the principal benefit 
of the government sector growth.

A  further breakdown of the government sector 
indicates that the largest growth since 1965 was 
recorded in military payrolls in all District states, 
and that the District at large increased more in this 
area than the U. S. average increase. Federal 
civilian payrolls are important in the District. They 
comprise a share of personal income higher than the 
U. S. average in Maryland, D. C., Virginia, and 
South Carolina. They also grew at a higher rate 
than the national average in Virginia, West Virginia, 
and the Carolinas.

Rates of growth higher than the U. S. average 
were registered by the Fifth District in mining, 
manufacturing, wholesale and retail trade, and 
services. In mining, Maryland’s activity declined, 
but substantial growth occurred in North Carolina 
and to a smaller extent in South Carolina in phos
phate mining. Coal mining remains significant in 
Virginia and West Virginia.

Manufacturing payrolls advanced in all District

states, and at rates higher than the national average 
in North and South Carolina. The Fifth District 
experienced rates of growth above those of the U. S. 
in both durable and nondurable lines, but as of 1967, 
durable manufacturing was of more importance than 
nondurables only in Maryland and West Virginia. 
The most substantial increases in durable manu
facturing payrolls for the District were in North and 
South Carolina.

Maryland, North Carolina, and South Carolina 
experienced greater growth in wholesale and retail 
trade payrolls than either the District or national 
averages. Payrolls from service industries have been 
on the increase in both the nation and the District, 
surpassed in each case in growth only by govern
ment, among the major wage and salary sectors. 
Maryland and South Carolina outpaced the District 
in the services category, and services accounted for 
the highest growth among major sectors in Mary
land and D. C.

Outside the wage and salary area, nonfarm pro
prietors’ income in all District states except D. C. 
and Virginia advanced more rapidly than in the U. S. 
Also of considerable interest in the proprietary in
come category is the income of farmers. In 1967, 
the contribution to total personal income made by 
farm income was the same, on the average, in the 
Fifth District as in the nation at large. However, 
while the importance of the farm income component 
has declined nationally since 1965, it has increased in 
the District at large and in the states of Maryland, 
North Carolina, and South Carolina. Moreover, it 
did not decline in any Fifth District state. On the 
other hand, farm wages paid, in the wage and salary 
category, did decline throughout the District.

Transfer payments which do not result from the 
production of goods and services have advanced 
rapidly in the District and in the nation. In 1967 
they comprised larger shares of total personal income 
in D. C. and West Virginia than in other District 
states or the nation. Also, they have grown more 
rapidly in Maryland, D. C., and Virginia than in 
the nation at large.

William H. Wallace
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ANALYSIS OF SOURCES OF PERSONAL INCOME, 1965-67 
United States and Fifth District States

Per Cent of Personal

U .S .
5th
Dist. Md. D. C.

PERSO NAL INCOM E 100.0 100.0 100.0 100.0

W age and salary disbursements 67.1 71.1 73.5 66.0

Farm 0.4 0.3 0.2 *

Mining 0.7 0.9 0.1 *
Coal mining 0.2 0.7 * *
Crude petroleum and natural gas 0.3 * * *
Mining and quarrying, except fuel 0.2 0.1 0.1 *

Contract construction 3.9 4.0 4.5 2.0

Manufacturing 21.5 18.9 15.8 2.3
Durables 13.5 7.7 9.5 0.3
Nondurable: 7.9 11.1 6.4 2.0

Wholesale and retail trade 11.0 10.1 11.6 6.7

Finance, insurance, and real estate 3.2 2.7 3.2 2.4
Banking 0.8 0.6 0.6 0.5
Other finance, insurance, and real estate 2.3 2.0 2.6 1.9

Transportation, communications, & public utilities 5.0 4.7 5.1 3.3
Railroads 0.9 0.9 0.9 0.4
Highw ay freight and warehousing 1.1 1.1 1.0 0.1
Other transportation 1.1 0.8 1.1 0.9
Communications and public utilities 1.9 1.8 2.1 1.9

Services 8.0 7.9 9.6 13.4
Hotels and other lodging places 0.4 0.4 0.3 0.6
Personal services and private households 1.3 1.8 1.5 2.0
Business and repair services 1.7 1.6 2.8 1.7
Amusement and recreation 0.5 0.3 0.5 0.3
Professional, social, and related services 4.1 3.9 4.4 8.8

Government 13.2 21.4 23.3 35.3
Federal, civilian 3.4 8.8 12.0 25.9
Federal, military 2.1 5.3 3.9 4.7
State and local 7.7 7.2 7.4 4.7

Other industries 0.1 0.1 0.1 0.6

Other labor income 3.7 3.4 3.3 2.0

Proprietors' income 9.7 8.7 7.5 3.9
Farm 2.3 2.3 0.8 *
Nonfarm 7.4 6.4 6.7 3.9

Property income 14.4 12.1 12.4 17.4

Transfer payments 8.3 8.1 6.8 13.9

Less: personal contributions for social insurance -  3.3 -  3.3 -  3.5 -  3.3

* Less than 0.1%.
Source: U. S. Department of Commerce.

Income, 1967 A verage Annual Rate of Growth,, 1965-67

Va. W. Va. N. C. S .C . U .S .
5th
Dist. Md. D. C. Va. W. Va. N. C. S. C.

100.0 100.0 100.0 100.0 8.0 8.8 8.5 6.1 8.9 6.7 10.0 10.2

73.5 66.8 68.8 71.1 8.6 9.4 9.1 5.1 9.5 6.7 11.0 11.1

0.3 0.2 0.7 0.4 - 0 . 2 -  5.9 -  8.7 0.0 - 6.5 - 6.5 -  2.3 - 1 3 . 0

0.6 8.1 0.2 0.2 3.7 4.5 - 1 5 . 0 0.0 6.0 4.4 18.3 6.1
0.5 7.5 * * 5.1 5.3 0.0 0.0 7.9 4.8 0.0 0.0

* 0.4 * * 4.0 0.0 0.0 0.0 0.0 - 3.0 0.0 0.0
0.1 0.2 0.2 0.2 2.4 2.3 -1 7 .1 0.0 0.0 6.1 18.3 6.1

4.2 4.2 3.7 4.2 7.2 7.2 5.0 -  4.3 2.2 16.9 11.8 14.3

15.2 20.9 25.7 27.2 7.7 8.2 7.2 5.7 7.5 4.5 10.2 8.7
6.4 13.2 8.2 6.3 8.4 8.9 7.6 6.1 7.4 4.2 12.8 15.2
8.8 7.8 17.5 20.9 6.6 7.6 6.6 5.7 7.6 4.9 9.0 6.9

10.1 8.8 10.5 8.8 7.9 9.2 10.3 3.5 7.8 7.6 10.5 10.9

2.7 1.7 2.6 2.3 8.6 8.4 8.5 4.6 8.0 6.1 9.8 10.0
0.7 0.5 0.7 0.5 9.2 10.3 8.8 3.3 10.2 7.2 13.0 13.7
2.0 1.1 1.9 1.8 8.4 7.8 8.5 5.0 7.3 3.3 8.7 8.9

5.1 6.4 4.3 3.4 7.0 6.9 6.2 1.9 7.2 3.7 9.6 9.4
1.3 2.1 0.5 0.6 1.4 0.7 -  1.3 - 1 0 . 6 3.2 - 0.6 2.4 1.4
1.0 1.1 1.8 0.8 7.0 8.2 8.2 -  8.7 6.4 7.4 9.5 10.9
1.1 0.4 0.5 0.4 11.9 10.4 6.4 3.5 12.2 6.5 19.3 15.5
1.7 2.9 1.5 1.5 7.2 8.2 8.9 4.3 7.7 5.9 9.7 10.8

7.7 5.6 6.4 6.7 9.9 11.0 13.8 8.7 10.2 6.6 10.2 11.5
0.5 0.3 0.3 0.3 8.1 9.8 7.1 2.5 11.1 8.0 14.9 15.5
1.8 1.0 2.0 2.2 5.2 5.9 7.5 -  1.5 6.7 3.7 6.6 6.1
1.6 0.7 0.8 1.0 11.8 16.6 24.2 6.6 10.3 15.5 11.7 18.9
0.2 0.3 0.2 0.2 7.3 10.2 11.1 6.1 9.2 4.4 13.4 11.8
3.7 3.2 3.0 3.0 11.4 11.5 11.1 12.7 12.4 5.2 12.1 12.8

27.4 10.9 14.7 17.9 11.5 11.7 10.0 5.0 13.3 11.4 14.5 15.8
12.0 2.1 2.2 4.1 8.9 7.4 6.6 2.3 9.9 9.8 11.3 12.8

8.2 0.5 4.9 7.0 16.3 19.7 19.7 14.4 19.7 12.5 20.7 21.0
7.2 8.4 7.6 6.9 11.5 12.0 11.2 13.0 12.7 11.7 11.8 12.7

0.1 * 0.1 0.1 7.1 7.6 10.9 5.4 7.4 0.0 8.7 8.0

3.1 4.2 3.7 3.9 11.4 11.5 11.4 8.4 11.5 8.2 13.2 12.2

7.4 7.7 12.0 10.4 3.0 5.7 4.6 0.0 3.3 5.9 7.8 7.7
1.6 0.7 5.0 3.7 -  1.4 6.1 1.0 0.0 0.0 0.0 8.3 9.9
5.8 7.0 7.0 6.8 4.5 5.6 5.1 0.0 4.4 6.3 7.4 6.6

12.1 12.3 11.3 10.3 7.8 7.7 7.1 6.7 8.8 6.2 7.6 8.5

7.2 12.2 7.5 7.6 13.8 13.3 14.3 13.9 14.3 10.7 12.6 13.2

-  3.4 -  3.2 -  3.2 -  3.3 23.2 22.4 20.6 11.2 22.4 24.3 25.8 26.2
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T h e  F i f t h D i s t r i c t
AGRICULTURE: SPOTLIGHT ON 1968

Weather and the cost-price squeeze vied for top 
billing in this year’s agricultural review. Both 
played important roles, although location and sea
son of the year determined which played the lead. 
Where weather was normal, the cost-price squeeze 
took the spotlight; in localities where lack of rainfall 
and the resulting drought stretched into months, 
weather was the prime performer.

Latest information, brought together from official 
sources, tells the story of Fifth District agriculture 
in 1968. Briefly, it reads like this. Cash farm in
come : likely down from 1967’s record level. Farm 
debt: up. Costs: high and rising. Prices: for live
stock, u p ; for crops, generally lower. Farm labor 
force: smaller. Farmland values : increasing.

Weather’s effects were varied . . .
Where weather played the lead, it frequently 

starred as the villain, exerting strongly unfavorable 
influences on local farm production, income, and 
credit conditions. But weather in 1968 played a dual 
role, often taking the part of the hero. When cast in 
this role, it rather unobtrusively produced very favor
able results. The lack of spring freezes in most fruit 
areas produced big crops of peaches and apples. The 
peach crop turned out to be 139% larger than last 
year’s short crop, while apple output was up slightly 
over 1967’s excellent production. Fall harvest weath
er was generally good, and harvesting proceeded 
ahead of schedule. Widespread rains resulting from 
Hurricane Gladys finally broke the late summer and 
early fall drought, and pastures and fall-seeded small 
grains responded well to the needed moisture.

The prolonged drought reduced yields per acre 
of most spring-planted crops in the Carolinas, por
tions of Southside Virginia, and in scattered pockets 
in Maryland and West Virginia. Major results: 
Flue-cured tobacco production, with a combination of 
lower yields and smaller acreage, was down 2 1%;  
soybeans dropped 38% ; corn was cut 22% ; and 
pecans were down 55%. Cotton yields were sharp
ly lower, but because of larger acreage, production 
was about three-fourths above that of 1967. Soy
bean and feed grain producers suffered a double 
economic blow as the result of significantly smaller 
crops and lower prices.

Livestock farmers as a whole enjoyed a fairly good

year. Production of livestock and livestock products 
was pretty much in line with 1967 levels. Strong 
consumer demand for red meats was a big factor in 
improved livestock prices, and dairy prices were 
higher as the result of Government actions.

. . . and the cost-price squeeze continued . . .
Farmers generally continued to feel the tightening 

of the cost-price squeeze. Those heavily dependent 
upon crop income felt the pinch even more than live
stock producers. Livestock prices averaged slightly 
higher than in 1967 in all District states. Crop 
prices, with the exception of those in Virginia, aver
aged below a year earlier, however.

Farmers’ costs, meanwhile, continued to mount. 
Prices paid by farmers rose to new record highs in 
seven of the first ten months of 1968 and averaged 
3.5% above those a year ago. The rural consumer 
index of prices paid for items used in family living 
averaged 4%  higher. Prices paid for production 
goods, interest, taxes, and farm wage rates were up 
3% . Nearly all production items, with the excep
tion of feed and fertilizer, were higher than a year 
ago. Overhead costs were up substantially.

Adding further to many farmers’ costs was the 
need to increase the volume of purchased inputs. 
Indications are that farmers bought more fertilizer, 
pesticides, and some other production goods. Still 
others purchased additional machinery and equip
ment and other capital goods in an attempt to offset 
the decline in the number of farm workers and the 
increase in farm wage rates. Some bought more 
land at higher prices. LTnder these conditions, farm
ers’ demand for credit increased.

. . . but farmers’ equity position remained strong.
Though the cost-price squeeze and the upturn in 

farm debt continued in 1968, most bankers contacted 
in a recent survey of farm credit developments in
dicated that generally the equity position of farmers 
is still strong. True, the financial position of some 
farmers is weaker, and there are signs that some are 
borrowing at levels which may lead to future diffi
culties. The majority opinion held, however, that 
no more than the usual number of commercial farm
ers are having difficulty in meeting their financial 
obligations.

Sada L. Clarke
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The Fifth District Economy in Focus—A Review of 1967 
Fifth District Golf
Free Trade or Protection: An Old Controversy Renewed

Forecasts 1968—The Question Marks Grow Bigger 
Foreign Tourism in the United States 
Automation at Fifth District Banks 
The Fifth District—Saving in 1967

Population Is People 
Peanuts: A Brief Biography
A Century of International Trade Policy 1840-1940
Charge Account Banking—Credit Services on the Move in the District

The New Unified Budget
Fifth District Ports—West Virginia
Disintermediation
The Fifth District—State Government Finances

Economic Cooperation in Europe Since 1945 
Fifth District Ports—North Carolina 
The Executive Gap 
Soybeans: The “Cinderella" Crop

The Changing Role of Gold 
Fifth District Ports—Maryland
A Census Profile . . . The Fifth District Farmer 
The Fifth District—Economic Growth

The Federal National Mortgage Association 
Fifth District Ports—Virginia 
The Gold Cover
The Fifth District—Commercial Bank Loans

Educational TV
Fewer but Larger Farms
Bonnie and Clyde in the 1960's
The Fifth District—Economic Review

The World Bank Group 
Mortgage Terms
State and Local Borrowing in 1966
The Fifth District—Commercial Bank Investments

Federal Regulation of Bank Holding Companies—I 
Changing Consumer Spending Patterns 
Fifth District Personal Income—1967 
The Fifth District—Personal Income

Federal Regulation of Bank Holding Companies—II
Fifth District Ports—South Carolina
The Food Stamp Program
The Fifth District—The Credit Card Boom

Fiscal Policy in the Sixties
The Space Industry in the Fifth District
Swiss Banks
The Fifth District—Agriculture: Spotlight on 1968
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The F i f th D i s t r i c t
CREDIT OUTSTANDING TO REAL ESTATE M ORTGAGE LENDERS

Commercial bank credit outstanding to real estate 
mortgage lenders totaled almost $177 million as of 
October 30, 1968 according to a survey of twenty- 
two Fifth District weekly reporting banks. The 
survey was prompted by the importance of the m ort
gage market in the overall economic picture and by 
the lack of similar information since a 1959 survey. 
The banks in the Federal Reserve panel of weekly 
reporting banks account for nearly 90%  of all such 
credit outstanding.

Real Estate Mortgage Lenders Real estate m ort
gage lenders borrow money from  commercial banks 
in order to finance mortgages. Their profit depends 
upon the spread between the cost of their bank credit 
and the price they charge for a mortgage minus 
operating costs. Thus monetary policy, and partic
ularly interest rates, play a m ajor role in the m ort
gage market.

In this survey, real estate mortgage lenders were 
divided into five g rou p s: life insurance companies, 
mortgage companies, savings and loan associations, 
mutual savings banks, and “ other”  institutions, which 
included non-life insurance companies and other 
firms that make or hold substantial amounts o f real 
estate loans.

M ortgage companies accounted for almost 70%  of 
commercial bank credit outstanding to real estate 
mortgage lenders. Savings and loan associations

held almost 17% , and life insurance companies over 
5% . Mutual savings banks had none of the credit 
outstanding and the “ other”  category accounted for 
over 8 % . The dominance of mortgage companies 
is due in part to their use as intermediaries by both 
life insurance companies and mutual savings banks. 
These activities increase mortgage companies’ credit 
needs from commercial banks and, at the same time, 
decrease those of life insurance companies and 
mutual savings banks.

Type of Credit C om m ercial bank credit is ex 
tended in two forms to real estate mortgage lenders: 
loans and repurchase agreements. Loans accounted 
for 84.5%  of the credit outstanding to mortgage 
lenders in this survey. This category included loans 
secured by the real estate mortgage loans owned by 
the borrowers as well as loans to real estate mortgage 
lenders otherwise secured or unsecured. Mortgage 
companies were the predominant borrowers, account
ing for almost 69%  of the loans outstanding. Savings 
and loan associations held almost 20%  of the total, 
life insurance companies almost 6 % , and the “ other”  
category accounted for the rest.

Repurchase agreements made up the remaining 
15.5% of the credit extended. These agreements in
cluded all mortgages purchased from the real estate 
mortgage lenders and held under a specific com 
mitment by the borrower to repurchase the mort-

CREDIT OUTSTANDING TO REAL ESTATE M ORTGAGE LENDERS 
Fifth District W eekly Reporting Banks*

October 30, 1968

Real Estate Mortgage Lenders

Life Insurance Companies 

Mortage Companies 

Savings & Loan Associations 

Mutual Savings Banks 

Other

Loans 

($ Thous.)

8,781

102,909

29,537

8,187

149,414

Repurchase Agreements 

($ Thous.)

1,161

19,993

6,354

27,508

Total Credit 

($ Thous.)

9,942

122,902

29,537

14,541

176,922

* Based on twenty-two of the twenty-five weekly reporting banks.
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gages at a specific time. M ortgage companies again 
led the real estate mortgage lenders with almost 
73%  of the repurchase agreements outstanding. Life 
insurance companies held over 4 %  and the rest of 
the repurchase agreements fell into the “ other” 
category.

Comparison with Previous Surveys T h e co m 
position and number of weekly reporting banks has 
changed over time, but some comparison between the 
current survey and previous ones can be made. O f 
the commercial bank credit extended to real estate 
mortgage lenders, loans to mortgage companies ac
counted for over 58%  of the total. Repurchase 
agreements with mortgage companies accounted for 
another 11% of the total, thus giving mortgage com 
panies 69%  of the interim credit extended. In the 
past, the mortgage company share of the total has 
varied from 63.8%  on August 13, 1958 to a high of 
74.6%  on February 11, 1959.

Mutual savings banks have consistently accounted 
for very little of commercial bank credit to the m ort
gage lenders. None of the Fifth District banks in 
the October survey reported extending credit to 
mutual savings banks and only three times in previous 
surveys have they accounted for over 0 .1%  of total 
credit. In each of the previous instances the credit

was in the form  of repurchase agreements rather 
than loans.

Loans to life insurance companies have accounted 
for anywhere from 1.9% (N ovem ber 14, 1956) to 
5.4%  (A ugust 8, 1956) of the total. Their re
purchase agreements reached their lowest level in 
this survey at 0 .6%  of the total but have been as 
high as 12.9% (A ugust 10, 1955). Loans to savings 
and loan associations have fluctuated from  a low  of 
3.8%  (February 15, 1956) of the total credit out
standing to a high of 16.7% reported in this survey. 
Repurchase agreements with savings and loan as
sociations have varied from none in the current re
port to 4 .6%  of the total on February 15, 1956.

Conclusions T ota l credit extended to real estate 
mortgage lenders by responding Fifth District weekly 
reporting banks totaled almost $177 million in 
October 1968. In 1959, a similar survey reported 
almost $83 million of such credit outstanding. Over 
this period the composition of the credit extended 
has remained approximately the same. Loans have 
varied from a low of 77.9%  (A ugust 10, 1955) to 
a high of 92.7%  (February 11, 1959) of the total 
and accounted for 84.5%  of the total in this survey. 
M ortgage companies continue to be the largest users 
of commercial bank credit.

Katherine M . Chambers
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The F i f th D i s t r i c t
Usury Ceilings, Mortgage Funds, and Residential Construction

Until m id -1967, four Fifth District states had 
statutory limits of six per cent per annum on the 
contract interest rate for home mortgages. South 
Carolina and the District of Columbia, with limits of 
seven and eight per cent, respectively, were the only 
exceptions. These so-called usury laws had been on 
the books for a number of years. It has long been 
argued in many quarters that at times these legal 
ceilings, and especially the six per cent limit, had 
the effect of channeling funds away from  mortgage 
markets with resulting cutbacks in the pace of private 
residential construction.

Experience during the sharp credit stringency in
1966 lent substance to this argument. Over the first 
eight months of that year, interest rates in most 
credit markets rose steeply and in some markets 
moved well above the statutory ceilings. Typical 
sources of funds for home mortgages were nearly 
choked off and residential construction faltered badly. 
A s a result plans of some individuals to build or 
buy homes were curtailed or delayed. A t the same 
time costs of construction were rising, aside from the 
cost of money, driving up prices of new and existing 
houses and making home ownership correspondingly 
m ore d ifficu lt. In  som e cases actual housing 
shortages developed.

An Uneven Impact It was contended by some 
observers of the construction industry in 1966 that 
the diminution of the supply of mortgage funds,

while general, was irregular as to its impact in 
various states. Those states which had the lowest 
ceiling rates appeared to suffer most. Because of 
sharply rising rates payable on bonds and other 
market instruments, some types of financial institu
tions that ordinarily supply large amounts of funds 
to mortgage markets found it increasingly difficult 
to raise funds. Banks and savings and loan associa
tions, restricted as to rates they could pay on cer
tificates of deposit, time deposits, and savings ac
counts, not only found it hard to attract new savings 
but also experienced great difficulty in holding onto 
old accounts. M oreover, with yields on alternative 
investments at unusually high levels, the attraction 
of six per cent mortgages for life insurance com 
panies and mutual savings banks diminished sharply. 
Hence, the flow of funds into mortgage markets fell 
off sharply. This was true throughout the country 
after the early months of 1966, but especially true 
in those states where substantially lower limitations 
on mortgage rates existed.

New Statutory Ceilings A s a result o f the 1966 
experience many state legislatures undertook search
ing restudies of their usury laws and of the pos
sible implications of the low legal ceilings for resi
dential construction and for home ownership. From  
these studies there emerged numerous revisions of 
longstanding legal ceilings. Many states which had 
maintained the six per cent limit on home mortgages

PERCENTAGE CHANGE IN VALUE OF CONTRACTS AWARDED FOR RESIDENTIAL CONSTRUCTION
From Corresponding Year-Earlier Period

Fifth District by States and the U. S.

1966 1967 1968

1st 2nd 1st 2nd 1st 2nd*
Half Half Year Half Half Year Half Half Year*

M aryland 16.2 - 3 8 .7 - 1 4 .4 - 3 0 .0 - 1 9 .5 - 2 5 .8 - 1 1 .8 27.2 3.9
District of Columbia - 5 0 .5 - 5 0 .2 - 5 0 .4 - 7 3 .9 - 3 0 .7 - 5 7 .8 108.1 45.1 73.1
Virginia -  9.4 - 4 4 .8 - 2 6 .6 - 2 7 .5 39.8 -  2.9 34.7 37.6 36.1
West Virginia 21.3 - 2 0 .8 -  1.9 -  6.7 45.1 16.3 39.6 - 2 3 .0 7.2
North Carolina 9.1 - 2 3 .8 -  7.8 -  8.3 30.6 8.2 36.6 20.1 28.7
South Carolina 15.9 - 2 1 .3 -  4.2 -  2.5 47.8 19.8 51.3 2.8 26.3

Fifth District 2.2 - 3 4 .9 - 1 6 .9 - 2 1 .6 19.1 -  5.2 26.1 21.6 24.0

United States -  2.5 - 3 0 .8 - 1 6 .6 -1 2 .1 41.4 10.1 33.3 22.8 28.1

Data upon which this table and the accompanying article are based are furnished by and are used with the permission of the F. W. Dodge Co. 

‘ December 1968 data are not available. Per cent changes for the second half and for the year are calculated from five- and eleven-month 
totals, respectively, for both years.
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raised the ceilings, in some cases as high as eight per 
cent, in the hope that this would make more funds 
available to finance local residential construction.

North Carolina was the first District state to act 
when on June 21, 1967 the contract rate limit was 
raised to seven per cent on residential construction 
loans secured by a mortgage or deed of trust. Then 
on March 1, 1968, Virginia raised its contract rate 
limit to eight per cent, and on July 1, 1968, the con
tract rate limit in Maryland moved to eight per cent. 
Finally, W est Virginia moved its contract rate ceil
ing to eight per cent on September 14, 1968. No 
changes were made to the limits applicable in the 
District of Columbia and South Carolina.

These legislative changes apparently have had the 
effect of increasing the flow of funds into residential 
building. However, some observers maintain that 
as interest rates have risen further, particularly in 
recent months, even the new ceilings may not prove 
high enough to provide a sufficient flow of funds 
into mortgage markets. In this connection, it should 
be noted that ceiling rates on F H A  and V A  
mortgage loans were raised to six and three-fourths 
per cent last M ay and to seven and one-half per cent 
in January of this year.

Residential Building Contracts Since 1966 T he
construction industry in any given area is of course 
affected by changes in general economic conditions. 
In most important respects, changes in the general 
economic climate during the past three years were 
similar for the District and the nation at large. It 
is beyond the scope of this article to examine the 
impact of such factors. N or is it the intention to 
explain differences in construction activity entirely 
by state interest rate ceilings. It is informative, how 
ever, to examine the relative changes in value of 
residential construction during the 1966-68 period.

The accompanying table underscores the generality 
of the problems that occurred. Residential construc

tion contracts in the Fifth District and throughout 
the United States suffered large declines in 1966, 
with most of the cutback coming in the second half 
of the year. Recovery began in 1967 but it de
veloped more slowly in the District than in the nation 
at large. For the first half of 1967 awards were 
lower than in the corresponding year-earlier period 
for both the District and the nation, with the drop 
considerably sharper for the District. The figures 
show improvement in 1967’s second half although it 
should be noted that this comparison is with the 
extremely poor performance of the second half of 
1966. For 1967 as a whole the District experienced 
a further decline while the United States at large 
began to recover and recaptured a substantial portion 
of the previous year’s loss. Data for 1968, though 
still incomplete, show a continuation of the recovery. 
In each half, gains over the corresponding year- 
earlier period were substantial for the District as 
for the nation as a whole. District percentage gains 
were not as great, however, as those for the entire 
United States.

A  state by state examination of the table also 
points up some interesting comparisons. The Dis
trict of Columbia does not provide a good example 
since the value of its residential construction is rela
tively small and tends to move erratically. By the 
end of 1968, North and South Carolina and W est 
Virginia had more than regained the decline they 
had experienced in the earlier part of the three-year 
period. Virginia had almost done so, and, excluding 
D. C. from  the analysis, the only remaining excep
tion was Maryland, where special legal difficulties 
arose over the interpretation of laws regarding in
terest ceilings. This may have been a factor in the 
apparent reluctance of some lending institutions in 
that state to participate in the home mortgage market 
until a court clarification was obtained.

William H . Wallace
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The Fifth District
WHAT'S AHEAD FOR AGRICULTURE IN 1969?

Domestic demand for farm products is expected 
to expand but at a slower pace than in 1968; foreign 
demand may be slightly weaker; volume o f market
ings will probably be larger ; the uptrend in farm pro
duction expenses will likely continue; and realized 
net farm income may be down slightly from  the 1968 
level. This, briefly, is the national outlook for agri
culture in 1969 as forecast by leading economists of 
the U. S. Department of Agriculture.

This appraisal of the agricultural outlook for 1969, 
made by the Department of Agriculture’s analysts, 
assumes that general economic activity will show a 
strong advance, although not as rapid as in 1968. 
It also assumes average growing conditions, con
tinuation of price support programs for m ajor crops 
and dairy products, and a continued large volume 
of exports.

Below, in more detail, are forecasts of the Depart
ment of Agriculture.

Farm Prices, Costs, and Income Farm  prices in
1969 are expected to average about the same as in
1968, and larger marketings of both livestock and 
crops are anticipated. These indications point to 
larger cash receipts from  farm marketings in 1969. 
A  small gain in Government payments to farmers 
is also in prospect.

Farm production expenses will probably rise 
further to another record high. Sharp increases are 
expected for overhead items such as taxes, mortgage 
interest, and depreciation charges. Farm wage rates 
and prices paid for production items are apparently 
headed higher, and it is anticipated that operators 
will use more purchased inputs such as feed, ferti
lizer, and pesticides.

Should larger cash receipts and some increase in 
G overnm ent paym ents materialize, the nation’s 
realized gross farm income in 1969 will likely in
crease around $1 billion to a record of almost $52 
billion. Farm production expenses will probably 
rise more than the increase in realized gross income, 
however. Realized net farm income thus may de
cline slightly from the $14.9 billion estimated for
1968. But realized net income per farm is expected 
to change little from  the year-earlier level.

Supply and Demand Conditions L arger supplies 
of m ajor farm products, especially foods, are expected 
for this year. Supplies of beef, pork, broilers, fruits, 
and vegetables are currently running well above a 
year ago, with further increases in prospect. Big 
supplies of wheat and soybeans are well in excess 
of prospective demand. The m ajor exception to the 
increased supply situation for most farm products is 
the sharply lower supply of cotton.

Domestic demand for farm products is expected to 
expand further in 1969, although at a somewhat 
slower rate than in 1968. Consumption of food per 
capita may increase nearly 1%  over the record 1968 
level, with gains likely for both animal and crop 
products. Retail food  prices are expected to average 
from 2 %  to 2 l/2%  above a year earlier, versus a 
3 ^ %  increase last year. W ith rising retail food 
prices and a possible 2 %  increase in the volume of 
sales, expenditures for food this year will probably 
increase 4 x/2%  to 5%  if disposable personal income 
rises around 6 %  as expected. In dollar terms, the 
increase in food spending would amount to around 
$5 billion compared with a rise of more than $6 
billion in 1968.

Foreign demand for United States farm products 
will probably be down slightly from  a year earlier. 
The value of agricultural exports in 1968-69 is ex 
pected to total $6.0 billion. This would be a little 
under last year’s $6.3 billion and substantially below 
the record of $6.8 billion set in fiscal year 1967. 
Dollar sales, including barter, will probably approach 
$5.0 billion, also down a little from  last year’s level.

Outlook for Commodities H igh ligh ts  in the ou t
look for m ajor Fifth District commodities fo llow :

Tobacco : Supplies of tobacco in 1968-69 promise 
to be ample, although 5%  below last year because 
of smaller crops and carry-overs. Should cigarette 
output and leaf exports continue at last year’s high 
levels, as is now anticipated, some further reduction 
in carry-over stocks will occur this season.

United States cigarette production in 1968 was 
slightly larger than a year earlier. Total domestic 
consumption remained about the same as in 1967, but 
cigarette consumption per capita declined some 2 % .
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Because of the smoking-health publicity and possible 
further retail price increases, total cigarette consump
tion in 1969 may do well to equal the 1968 level. 
United States leaf exports last year were 5%  above 
a year earlier and the largest since 1946. This high 
export level will probably be maintained in 1969.

Price support levels for the 1969 tobacco crops 
will be 3 .6%  higher than in 1968. The national 
flue-cured marketing quota is essentially the same 
as in 1968. The effective poundage quota is 6 %  
larger, however, because undermarketings of the 1968 
crop exceeded overmarketings. This means the 1969 
crop could be one-fifth larger than 1968’s.

Soybeans: Supplies of soybeans for the 1968-69 
marketing year are estimated at a record 1 *4 billion 
bushels, 17%  more than last year. Domestic use and 
exports are expected to increase only moderately 
over last season’s levels. A s a result, carry-over 
stocks next September 1 will likely exceed 300 mil
lion bushels compared with 167 million last Sep
tember. Soybean prices were depressed during the 
peak harvesting months and averaged slightly under 
the support level. This situation led farmers to put 
a record volume o f beans under the loan program. 
Prices the rest of the marketing year are likely to 
average near the support rate.

C otton : Sharply smaller supplies and prospects 
for reduced disappearance highlight the cotton out
look this year. Because the smaller beginning carry
over was only partially offset by the larger 1968 crop, 
1968-69 supplies are about 12% below a year ago. 
Exports this season may total around 3 million bales, 
down more than 1 million bales from  last year’s 
4.2 million, while domestic mills may use 8.5 million 
bales, 0.5 million below a year ago and the lowest 
level since 1962. Should these prospects materialize, 
carry-over next August 1 may equal about 6 million 
bales, around 0.5 million below last August.

Poultry and E gg s : Prospects for 1969 point to 
a slight decline in egg production, a substantial rise 
in broiler output, and a small gain in turkey pro
duction. E gg prices will probably continue well 
above a year earlier through the first half of 1969, 
but they will likely average below a year ago in the 
second half. Broiler prices may fall below a year 
ago in the spring and remain below the rest o f the 
year. Should production of turkeys increase 3 %  as 
indicated by grow ers’ intentions, turkey prices during 
the main marketing season will likely average about 
the same as in 1968.

M eat Anim als: Livestock farmers are expected 
to produce more red meat in 1969. Fed cattle 
marketings were a record high in 1968, and prospects 
for 1969 point to a further sizable increase. Fed 
cattle prices will likely decline somewhat from  the 
late January levels but for the year as a whole may 
average about the same as in 1968. Demand for 
feeder cattle is expected to remain relatively brisk 
this winter and spring, and feeder cattle prices are 
likely to continue steady to strong.

Pork production is expected to exceed year-earlier 
levels again this year. H og  prices will likely average 
above a year ago during the winter but generally 
below 1968 levels the rest o f the year.

Dairy P rod u cts : Dairy farmers can look forward 
to higher milk prices and larger gross cash receipts 
from  dairying in 1969. Rising costs of production 
may largely offset any gains in gross receipts, how 
ever. Milk production this year will probably be 
slightly below that in 1968. Gains in output per cow  
are expected to continue but are unlikely to offset 
the effect of decreases in milk cow  numbers. Farm 
prices for milk will stay above 1968 levels at least 
until April and may average slightly higher for 
the year.

Sada L . Clarke
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The Fifth District
BANKING

The first quarter of 1969 was characterized by 
a gradual tightening in the positions of Fifth Dis
trict banks. This tightening was particularly evident 
in reduced demand deposits and an unseasonably 
slow rate of growth in time deposits. The results 
of these weaknesses in sources of bank funds com 
bined with a strong demand for loans was reflected 
in substantially reduced investments, particularly 
short-term Governments, and heavy borrowing from 
the Federal Reserve.

Total deposits at Fifth District weekly reporting 
banks dropped $525 million, or about 4 .5% , during 
the first quarter of 1969. The decline in total de
posits was accounted for by a $619 million, or 9 .5% , 
reduction in demand deposits and a $95 million in
crease in time deposits. A  reduction in demand 
deposits is typical for the first quarter of the year.

This decline, however, appears to be larger than 
seasonal.

The increase in time deposits appears to be smaller 
than is customary for the first quarter. This weak
ness reflected in part some runoff in certificates of 
deposit (C D ’s ). Both the decline in C D ’s and the 
weakness in other time deposits reflected their poor 
competitive position relative to other market op 
portunities.

Total bank credit at the 28 weekly reporting banks 
fell $221 million, or 2 .0% , in the first quarter of 
1969, a typical seasonal decline. Gross loans fell

BANK CREDIT
FIFTH DISTRICT W EEKLY REPORTING BANKS
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by $118 million, or 1.5% , while net loans (gross 
loans less loans to domestic commercial banks) 
actually increased in the first quarter, by $65 mil

lion. This increase in net loans was primarily ac
counted for by a $48 million increase in commercial 
and industrial loans. Real estate loans also rose by 
$32 million. A ll other types of loans showed no 
significant increase or actual declines.

The increase in net loans was contrary to the 
typical seasonal pattern. This unusual strength in 
net loans, in the face of declining bank credit, re
flected a strong loan demand and the desire of 
bankers to accommodate this demand wherever pos
sible, usually at the expense o f investments.

Investments, which account for about one-third 
of Fifth District bank earning assets, fell by $103 
million, or 3 .0% , in the first quarter o f 1969. M ost 
of the decline came in short-term Governments, 
which fell by 9 .2% , while short-term municipals de
clined by 4 .6% . These reductions in short-term 
holdings reflected the banks’ liquidation of invest
ments in order to accommodate the strong loan 
demand.

A s a result of declining deposit balances and heavy 
loan demand, some pressure was placed on the re
serve positions of Fifth District member banks. The 
average level of borrowing from  the Federal Reserve 
in the first quarter increased 18.6% from  the average 
level in the fourth quarter o f 1968. The level of 
Federal funds transactions, as reported by a sample 
of 18 member banks, remained high, and these banks 
generally were net purchasers of Federal funds. The 
average interest rates on Federal funds gained a 
whole percentage point from  December 1968, again 
reflecting the tight situation in money markets.

W ynnelle Wilson
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The Fifth District
EARNINGS AND EXPENSES OF MEMBER BANKS

Current operating revenues of the 378 member 
banks in the Fifth Federal Reserve District reached 
an all-time high of $1,055 million in 1968. A s indi
cated in the current issue of Operating Ratios, a 
publication of this Bank, net income after taxes 
jumped from  8.5%  of total capital accounts in 1967 
to 9 .3%  last year. ( Operating Ratios presents 
arithmetic averages of individual bank ratios ex 
pressed as percentages. These averages will be the 
basis of the ratios used throughout this article.) 
Cash dividends declared rose to 3.4%  of total capital 
after remaining practically unchanged at 3 .1%  from 
1962 through 1967. Net income rose from 0.75%  
of total assets in 1967 to 0.79%  in 1968. A s usual, 
the banks with deposits of over $100 million received 
the m ajor portion of total operating revenues. A l
though only 26 out of the 378 member banks in the 
District are in that class, their earnings amounted 
to $715 million or 67.8%  of the District total. 
Member banks in Virginia, which total 152 and out
number those of other District states by a wide 
margin, accounted for $346 million or almost one- 
third of the total revenues in the District. The next

largest share— $247 million- 
lina’s 26 member banks.

-went to North Caro-

Earnings By Source Loans provided  $716 m il
lion of income for District member banks last year. 
Loans comprised 52.1%  of total assets and provided 
65.9%  of total earnings, down from  66.8%  in 1967. 
The average rate of return on loans soared upward, 
however, moving from 7.12%  in 1967 to 7.40%  in
1968. Income on loans was relatively more im
portant for large banks. Banks with deposits over 
$100 million earned over six times as much on loans 
as they received from the next largest source, interest 
on Government securities. Banks in the smallest 
classification earned less than four times as much 
on loans as on their next largest source.

District member banks earned $126 million in 
interest on U . S. Government securities in 1968, 
or 17.8% of total earnings. Holdings of U . S. 
Government securities represented 19.8% of total 
assets, the same as the 1967 level. Portfolios of 
other securities, chiefly municipals, comprised 13.1% 
of total assets. Interest and dividends from this 
source— $91 million— rose from 7.9%  to 8 .7%  of 
current earnings. Trust department earnings were 
concentrated heavily in the larger banks. The 290 
member banks with deposits under $25 million earned 
less than $1 million of the $33 million total.

Expenses Current expenses o f F ifth  D istrict 
member banks also reached a record high in 1968, 
totaling $787 million. Bank expenses amounted to 
74.9%  of current earnings. For the third con
secutive year interest on time and savings deposits 
was the largest single item of expense. Interest paid 
totaled $306 million compared with $261 million 
in 1967. The increase was due to vigorous com 
petition for deposits, rising interest rates, and in
creased participation in the money market through 
the issuance of certificates of deposit.

Interest on time and savings accounts averaged 
39%  of current operating expenses at District mem
ber banks, but the proportion varied substantially 
from state to state. The percentage was highest at 
Virginia banks, with 45%  ; followed by W est V ir 
ginia with 4 3 % ; District of Columbia, 40%  ; North
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Carolina, 3 8 % ; Maryland, 3 3 % ; and South Caro
lina with only 20% . The average rate of interest 
paid on time and savings deposits at District banks 
rose from 3.92%  in 1967 to 4 .10%  last year. Here 
again variations for the individual states were 
noticeable. The highest average interest rates on 
deposits were paid in North Carolina (4 .4 2 % ) and

Virginia (4 .3 3 % ), and the lowest in Maryland 
(3 .9 1 % ) and W est Virginia (3 .7 9 % ).

The second largest item of expense for District 
member banks was salaries and wages for employees. 
Such expenses totaled $148 million in 1968. Salaries 
for officers reached a new high of $85 million. The 
sum of wages, salaries, and benefits for both officers 
and employees climbed to $265 million.

Profits Last year F ifth  D istrict m em ber banks 
earned a total of $157 million after taxes. The 
District’s 26 largest banks accounted for $109 mil
lion. Member banks declared cash dividends of $68 
million. Profits as a percentage of current operating 
income rose only slightly to 14.0% from  the 13.8% 
of 1967. The smallest banks converted the highest 
proportion of income into net profits. For banks 
with deposits of under $2 million, after-tax net in
come was 19.1% of current operating income. The 
next largest proportion, 17.2% , was for banks with 
deposits of $100 million or over. Banks in the 
$50-100 million class had the lowest percentage of 
profits, only 13.1%.

Em plo ym en t Last year D istrict m em ber banks 
had a total of 41,513 employees, 7,138 of which 
were bank officers. The average pay of officers 
ranged from a low of $7,200 at the smallest banks 
to $11,700 at banks in the $25-100 million class. 
Other employees’ pay averaged from  $3,600 at banks 
in the under $5 million deposit class to $4,400 at 
the largest banks.

Carla R. Gregory

FIFTH DISTRICT MEMBER BANKS 
INCOME AND EXPENSES
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The Fifth District
BUSINESS REVIEW

Although a few signs of economic slowdown were 
evident on the national scene, the District economy 
remained relatively buoyant through the first quarter 
of 1969, as was true in the latter part of 1968. 
Manufacturing activity, with the exception of the 
textile industry, improved, and retail sales increased 
steadily. Employment also increased with unem
ployment declining further.

Personal Income Personal incom e for the first 
quarter of 1969 in the Fifth District states increased 
by an estimated 9 .5%  over the first quarter o f 1968, 
while nationally it increased 8 .9% . Estimates of 
March personal income, prepared by Business W eek, 
indicate an 8.7%  increase in Fifth District states 
over March of 1968, about the same percentage in
crease as for the nation (8 .6 % ) for the same period.

Employment and Unemployment T h e unem 
ployment rate for the nation has moved from  the 
15-year low of 3 .3%  of the labor force in both Janu
ary and February of this year up to 3.4%  in March 
and 3.5%  in A pril and May. The quarterly unem
ployment rate for the nation was 3.3%  of the labor 
force, a significant decline from  3.7%  for the same 
period a year ago. A s is evident from the chart, 
Fifth District states with quarterly rates below the 
national figure were Maryland with 3 .1% , Virginia 
with 2 .7% , and North Carolina with 2 .8% . The 
weighted average for the District for the first quarter 
of 1969 was the same as the national rate. In all 
District states, the unemployment rate was lower 
than the rates reported for the same period a year 
earlier, with North Carolina showing the greatest 
decline, from  3.7%  to 2 .8% .

On a month-to-month basis, seasonally adjusted 
nonagricultural employment for the District and the 
nation has increased steadily since October 1968, 
with the March increase of 0 .1%  for the District 
being the smallest monthly gain. For the first 
quarter of 1969, District employment was 3.4%  
ahead of the same 1968 period while national em
ployment increased 3.7%  from the comparable 
period a year ago.

Construction Seasonally adjusted total con stru c
tion contracts for the District fell 27.4%  in March

after a 4 .3%  increase in January and a 16.1% in
crease in February. Nationally, construction con
tracts in March increased 4 .2% . The March de
cline for the District was the largest since September 
of last year; yet, the March index of total construc
tion contracts in the District (183 ) continued to run 
ahead of that of the nation (1 7 7 ). The District 
figures for March showed declines in both residential 
and nonresidential construction contracts, with the 
latter suffering the greater month-to-month decline 
(3 5 .5 % ). A s compared to the same month a year 
ago, total construction contracts for the District fell 
4 .7%  while in contrast nonresidential construction 
increased slightly. The unadjusted cumulative index 
of construction contracts for the first three months 
of the year was well above the same period last year 
for total, residential, and nonresidential construction.

Building permits issued, an indicator o f future 
construction activity, showed substantial increases 
in the District for the first quarter over the last

UNEMPLOYMENT RATES

United States

Fifth District 
(Excluding D. C.) — 5 .

West Virginia 1 ,
1

South Carolina
—

North Carolina 1

M aryland

Virginia
1
1

■ i i i
0 2 4 6 8 

Per Cent
□  1st. Qtr. 1969 □  1st. Qtr. 1968 

Source: U. S. Department of Labor and various state de
partments of employment security and labor.
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quarter of 1968 and over the same period a year 
earlier. A s shown in the accompanying table, permits 
in all District states registered considerable increases 
in the first quarter of 1969 compared with the last 
quarter of 1968 with the exception of Maryland and 
Virginia, both of which showed very slight declines. 
However, in comparing the first quarter of 1969 to 
the similar period of 1968, all District states con
tributed to the quarterly increase. For April the 
seasonally adjusted District building permit index 
declined for the second consecutive month to its 
lowest point since last November and was 10.0% 
below the index for April of last year.

District construction employment in April declined 
for the second consecutive month to 374,900 but was 
2 .8%  above that of April 1968. A ll states reported 
employment down except South Carolina and the 
District of Columbia, both of which registered slight 
increases.

Textiles F or the m ost part, the textile industry 
has been somewhat sluggish during 1969, although

VALUATION OF BUILDING PERMITS ISSUED 
Fifth District States

1st Qtr. 
1969

4th Qtr. 
1968

($ millions)

1 st Qtr. 
1968

% Change  
from 4th 
Qtr. 1968

% Change  
from 1 st 

Qtr. 1968

D. C. 61.1 48.4 30.4 +  26.2 +  100.8

Md. 44.1 46.7 26.5 -  5.5 +  66.4

N. C. 140.4 94.7 94.8 +  48.3 +  48.1

S. C. 38.8 22.8 21.6 +  69.9 +  79.8

V a. 81.8 87.3 77.1 -  6.4 +  6.1

W. Va. 10.7 6.9 4.4 +  55.0 +  143.1

5th Dist. 376.9 306.8 254.8 +  22.8 +  47.9

brief flurries of activity have occurred. Buying for 
future delivery— an important indicator of conditions 
in the industry— has recently been confined to the 
short-term future and has been in small lots. Prices, 
nevertheless, have remained firm. The exception, 
according to trade sources, has been print cloths 
where mills had been sold well ahead, discouraging 
further buying for future delivery, and causing 
prices to ease. Reduced production has been typical 
of the gray goods area and other significant sectors 
of the industry in 1969, beginning with a decline in 
military procurement of textile goods in the fall 
of 1968.

A ccording to trade sources, the wage increase 
that has recently been announced will affect most 
mills. This increase, which will average about one 
per cent higher than other preceding increases, will 
take effect in most cases in July, and for some mills 
an extra paid holiday as a fringe benefit will also 
occur. Therefore, industry sources do not anticipate 
any price cuts on textile goods. Secondary effects 
are expected on apparel prices in forthcoming seasons.

Recent surveys by this Bank also reveal the slump 
in activity that has been evident throughout most of 
the year. This is evidenced by continuing reports 
of low volumes of new orders, backlog of orders, and 
shipments. Employment has also reportedly de
clined slightly. Although recent activity in the 
textile industry has appeared on the bearish side 
and prospects for business in the second half of 1969 
appear to be somewhat uncertain, trade sources, 
nevertheless, feel that the demand for cloth, and 
synthetic blends in particular, seems to be on 
the upswing.

Susan S. Jester
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The Fifth Jistrict
CROP PROSPECTS FOR 1969

Fifth District crop prospects on July 1 were gen
erally good to excellent, according to estimates of 
the U. S. Department of Agriculture. The only 
exceptions were in W est Virginia’s Eastern Pan
handle and the adjoining portions of Virginia and 
Maryland and in South Carolina’s central Coastal 
Plain. Final crop outturn will, of course, be de
termined in large measure by weather conditions 
during the remainder of the growing and harvesting 
seasons.

Total acreage of the principal crops for harvest, 
including planted acreages of cotton and peanuts, is 
expected to be 2 %  smaller than in 1968. The only 
significant shifts in acreage from last year are in
dicated for tobacco, sweet potatoes, and wheat. Gains 
over last year in yields per acre are anticipated for 
all crops for which data are available except hay, 
Irish potatoes, and Maryland tobacco.

More Tobacco C om bined output of all types o f 
District tobaccos will be 14% larger than in 1968 
if July 1 indications materialize. Except for a 3 %  
decrease in Southern Maryland leaf, production of 
all types will be up. The smaller Maryland crop 
will result entirely from a cut in acreage.

The District’s flue-cured crop, its chief money 
crop and largest farm income producer, is expected 
to total 990 million pounds. If realized, 1969 out
put will be 16% above that a year ago. The increase 
is expected because of an anticipated gain in yield 
per acre as well as a 9%  larger acreage. A  good 
portion of the increase in this year’s acreage reflects 
adjustments resulting from net undermarketings of
1968 poundage quotas under the acreage-poundage 
program. (U nder this program, if a grower markets 
less than his poundage quota in any year, the under
marketings are added to the farm ’s quota the follow 
ing year. Similarly, if a grower markets more than 
his poundage quota in any year, the overmarketings 
are deducted from the farm ’s quota the following 
year.) Harvest of this year’s bright leaf crop was 
well under way by mid-July and marketing began 
on the South Carolina markets July 23— eight days 
ahead of last year. It is reportedly the kind of crop 
which should be in good demand.

Soybean, Cotton, and Peanut Acreages First esti
mates of this year’s production of soybeans, cotton, 
and peanuts will not be made until August 1. The 
planted acreages of these crops provide good clues 
to 1969 prospects, however. The acreage of soy
beans planted alone for all purposes is 6 %  below 
a year ago. Producers, however, expect to harvest 
only 2 %  fewer acres for beans than in 1968. Stands 
are said to be generally good. Supplies of moisture 
are reported to be reasonably good, although they 
vary widely. Should yields per acre average more 
nearly normal than last year’s drought-reduced yields, 
production could be up considerably.

Though provisions of the cotton program were 
changed to encourage an increase in 1969 production, 
it appears that many Fifth District farmers did not 
take advantage of these changes. A s a result, planted 
acreage is 3%  smaller than in 1968. Stands are 
reported to be better in North Carolina than in 
South Carolina, and soil moisture is said to be 
adequate in most areas. Insects have not become 
a m ajor problem as yet.

Peanut acreage allotments are unchanged from 
last year, and District farmers planted roughly the 
same acreage as they did in 1968. Reports indicate 
that stands are excellent and that the crop is making 
good progress.

Fruit Crops W in ter and spring w eather gen 
erally favored the District’s apple and peach crops, 
and trees in most areas set good crops of fruit. The 
commercial apple crop is expected to be 13% larger 
than last year’s excellent production. Expectations 
vary considerably by states, however, with antici
pated changes from a year ago ranging from a sharp 
47%  increase in North Carolina to a decline of 14% 
in WTest Virginia, where dry weather has slowed 
development of the crop.

The prospective peach harvest in the District as 
a whole is 4 %  smaller than last year’s large crop. 
A ll of the anticipated decline is in the Carolinas and 
is due largely to a reduction in bearing trees. A l
though larger peach crops are expected in Virginia, 
W est Virginia, and Maryland, moisture shortages
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were developing in their important producing areas 
by July 1 at a time when moisture is critically needed 
for proper sizing of the fruit.

The grape crop, produced only in the Carolinas. 
is expected to be about 2 %  larger than in 1968. A ll 
of the prospective increase is in North Carolina.

Hay and Feed Grains H ay production  prospects 
are 8 %  below a year ago, with declines anticipated 
in all District states except South Carolina. The 
reduction is expected because of a 2 %  cut in acreage 
and an anticipated 6 %  decline in yield per acre.

Total feed grain production now shaping up gives 
promise of being around one-tenth larger than last 
year, despite farmers’ heavier participation in the 
feed grain program and the resulting reductions in 
acreage from year-ago levels. The indicated in
crease is due to expected large gains in yields per 
acre. Should anticipated output materialize, the 
corn crop, estimated at 183 million bushels, will be 
12% above 1968 and second only to the record 1967 
crop. Prospects also call for an oat crop 5%  larger

than last year and the largest barley crop on record, 
4 %  above 1968’s output.

Food Grains and Potatoes W h eat allotm ents for
1969 were cut 13% below a year ago, and District 
farm ers reduced acreages accord ingly . Sharply 
higher yields per acre are in prospect, however, and 
crop estimates indicate an output 3%  above a year 
earlier. A  6 %  larger crop of rye, due entirely to 
increased yields per acre, is also anticipated.

Farmers are expected to harvest a 12% larger 
sweet potato crop than last year. Acreage for har
vest is up in all states and for the District as a whole 
averages 8 %  above the 1968 acreage. Prospective 
per-acre yields are also larger in the Carolinas.

By comparison, indications point to a 4 %  re
duction from last year in the District’s Irish po
tato crop. Smaller production is indicated for all 
three seasonal groups— the late spring potatoes and 
both the early summer and late summer crops. 
Lower average yields per acre account for most 
of the decline.

Sada L. Clarke
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The Fifth District
BANKING DEVELOPMENTS

The pace of business activity in the Fifth District 
continued to expand throughout the first half of 
1969. Construction activity increased, employment 
was high, retail sales were quite strong, and most 
manufacturing industries experienced heavy demand. 
Associated with this high level of business activity, 
Fifth District banks realized continued strong loan 
demand. In order to accommodate this demand in 
the midst of monetary restraint, banks increased their 
borrowings and liquidated a substantial amount of 
their investments.

Total deposits at Fifth District member banks fell 
$156 million, or at an average annual rate of 2 % . 
This decline was due to a $296 million, or 7 .4% , 
drop in demand deposits net of cash items in process 
of collection and demand balances due from banks. 
Such deposits normally drop in the first half of the

year, but the rate of decline in the first half of 1969 
was exceptionally high. Furthermore, the unusually 
slow 3.6%  rate of growth in time deposits failed to 
offset the decline in demand deposits. The slow 
growth in time deposits largely reflects the $34 mil
lion loss of large certificates of deposit at Fifth Dis
trict weekly reporting banks.

In spite of their limited deposit sources of funds 
banks have, to a great extent, been able to ac
commodate the strong loan demand prevailing in the 
Fifth District. Loans adjusted, which are loans net 
of interbank transactions, grew by $470 million. The 
bulk of the advance, $435 million, was in nonfi- 
nancial loans. This increase, at an average annual 
rate of 10.9%, is seasonal or a little stronger. Busi
ness loans showred exceptional strength, growing by 
$212 million, or at an annual rate of 15.1%. Con
sumer instalment and real estate loans also showed
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great strength. Financial loans, an extremely volatile 
series, reinforced the increases shown in nonfi- 
nancial loans.

Fifth District member banks were able to increase 
the volume of their loans outstanding in the midst 
of declining deposits by liquidating 6 .5%  of their in
vestments. W eekly reporting banks’ holdings of 
securities fell by $246 million, or 6 .9% , contrary to 
typical seasonal increases. Most of this decline, $152 
million, came in over-one-year Governments, which 
fell at a 20.2%  annual rate. Short-term municipal 
holdings dropped significantly while short-term G ov
ernments and long-term municipals were virtually 
unchanged. Investments as a percentage of Fifth 
District bank credit fell from 30.9%  to 28.5% .

The 18 largest banks in the District were large 
net purchasers of Federal funds, particularly in May 
and June, even as rates soared. For all Fifth Dis
trict member banks, sales to banks outside the Dis
trict exceeded purchases by Fifth District banks in 
the period from  March through June.

MEMBER BANK BORROWINGS
FIFTH DISTRICT

$ Millions

Fifth District banks made frequent trips to the 
Federal Reserve discount window. Daily borrowings 
were predominantly in the $40 million to $100 million 
range, levels rarely reached in the past ten years. 
Borrowings reached a record high of $138 million 
over the June 27-29 weekend.

W ynnelle W ilson
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The Fifth District
BUSINESS HIGHLIGHTS

In the past several months economic activity on 
the national level has shown sporadic signs of slow
ing although the overall picture still includes per
sistent inflation, and continued growth in personal 
income, employment and most other broad indicators. 
In the Fifth District, a mixture of some slowing and 
continued growth has also been evident. Selected 
areas of the District economy, employment, construc
tion, and furniture, illustrate this mixed picture.

E m ploym ent Fifth D istrict nonagricultural em 
ployment declined slightly in the first half of the 
second quarter, but then grew to show a net gain 
of 13,000 for the quarter. T he increase in the 
latter part of the quarter was evident in both the 
manufacturing and nonmanufacturing sectors. On a 
year-to-year basis, in M ay the nonmanufacturing 
sector showed the largest increases in employment 
with the finance, insurance and real estate category 
taking the lead with a 4 .7%  increase and the trans
portation, communication and public utilities group, 
as well as government and trade groups tied for 
second, each with 3.2%  increases. The District in
creases on a yearly basis in May, however, failed to 
surpass the national increases in any area of non
agricultural employment.

NONAGRICULTURAL EMPLOYMENT
Seasonally Adjusted 

(May, 1969)

5th
District

% change f 
5th 

District

rom year ago 

United Statss

(thousands)

Total 6,334.2 +  2.5 +  3.7

Manufacturing 1,823.1 +  1.2 +  2.0
Durable goods 668.2 +  1.1 +  2.5
Nondurable goods 1,154.9 +  1.3 +  1.4

Nonmanufacturing 4,511.1 +  3.0 +  4.3
Mining 68.0 +  0.9 +  1.3
Contract Construction 358.5 +  0.9 +  4.0
Transportation, Communica

tion and Public Utilities 370.3 +  3.2 +  4.5
Trade 1,189.9 +  3.2 +  4.2
Finance, Insurance and

Real Estate 270.1 +  4.7 +  5.3
Service and Miscellaneous 895.3 +  2.9 +  5.4
Government 1,359.0 +  3.2 +  3.4

Source: State Departments of Labor.

C onstruction  D istrict construction  activ ity  has 
been erratic. On a month-to-month basis, seasonally 
adjusted total construction contracts increased 33.3%  
in April, declined 16.8% in May. but increased again 
in June, by 8 .9% . A s is evident in the accompanying 
chart, seasonally adjusted residential and nonresi
dential contracts experienced a similar pattern; non
residential construction made the largest month-to- 
month gain in April and the largest month-to-month 
loss in May. In June, nonresidential contracts were 
about 15% below the same period last year and 
residential contracts were about 15% above the year- 
earlier period. The unadjusted cumulative index of 
construction contracts for total, residential, and non
residential construction continued to run well ahead 
of the same period a year ago, as it has done since 
the latter part of 1968. In comparison, national 
construction contracts increased in April and May 
but declined in June. However, throughout 1969, 
the index of total construction contracts for the Dis
trict has continued to run ahead of that of the nation 
except in May when the national index was 210 
and the District index was 203.

The seasonally adjusted District building permit 
index, an indicator of future construction contract 
activity, declined 26.7%  in June to its lowest point 
since November, after a substantial increase in May 
(3 0 .9 % ). The June index was slightly below that 
of last year.

Weakness in construction activity is evident in 
construction employment. Seasonally adjusted em
ployment in the District for February was 390,200 
but declined steadily to 358,500 in May. Exceptions 
to these declines occurred in the District of Columbia 
in April and South Carolina in March and April. 
M ore recent data show a small. 1.200, increase for 
the District in June.

F u rn itu re  T he D istrict furniture industry is 
apparently experiencing no slowdown. The second 
quarter of 1969 shows unfilled orders almost 27%  
ahead of a year ago and manufacturers’ payrolls 
nearly 19% ahead of a year ago. On the ebullient 
side, all items in the accompanying chart show con
siderable increases over a year a g o ; in contrast to 
this general picture, cancellations seemed to be up
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substantially over the second quarter a year ago.
Most District furniture manufacturers are ex 

tremely optimistic about continued prosperity in the 
furniture industry for the fall season. Many feel 
consumers are buying furniture in anticipation of a 
continued money squeeze. July sales and incoming 
orders are reported well ahead of a year ago. In 
contrast to this picture, there has been some slight 
indication of a curtailment in consumer buying as 
some manufacturers are reporting less rapid increases 
in their backlogs than have normally occurred during 
these months in past years.

Production costs in the furniture industry con

tinue to rise. Lumber costs have risen recently 
and some particular species have become rather 
scarce. Fabric costs have also increased in some 
cases, and upholstery manufacturers continue to be 
plagued in many instances with long delays in fabric 
deliveries. Results of recent surveys conducted by 
this Bank indicate labor costs have been increasing 
too. Few price increases have taken place since the 
beginning o f the year, however, and manufacturers 
are uncertain whether any further price hikes will 
take place before the October market in North Caro
lina. Some manufacturers are estimating that price 
increases will range from 3%  to 5% .

Dorothy E. Ferrell and Susan S. Jester

INDEX OF SOUTHERN FURNITURE 
MANUFACTURING

Cancellations 

Unfilled Orders

Payroll

Finished Goods 
on Hand

Shipments

Production

Orders Booked 

Accounts Receivable

B
2nd Quarter 
A verage 1969 
2nd Quarter 
Average 1968

J _____I_____I----L J _____L

200 400 600 800

Source: Southern Furniture Mfrs. Assoc., 
High Point, N. C.
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The Fifth District

ELECTRIC POWER PRODUCTION 1963-1967

Evidence of the growth in Fifth District popula
tion, industry, and commerce is found in the increas
ing production of electrical energy. Electrical energy 
production grew at an average annual rate of 9.6%  
between 1963 and 1967, placing the Fifth District 
well above the 7.1%  rate of growth for the nation 
over the same period.

Production A s show n in T ab le  I, electric pow er 
production grew faster in the District of Columbia 
than in any of the Fifth District states, despite a 
sharp drop in production in 1965. Sales of electric 
power in W ashington actually rose in 1965, meaning 
that, while production was cut back, additional 
amounts of power were brought in from sources 
outside the city.

In terms of total production of electric power the 
District of Columbia ranked sixth with slightly over 
one billion kilowatt hours in 1967. South Carolina, 
the fifth largest in total production, produced 13.7 
billion kilowatt hours in the same year.

North Carolina’s rate of growth in production

ranked only third, but in total production of electri
cal energy it was consistently the largest with 38.7 
billion kilowatt hours in 1967. In the Fifth District 
it has the largest population and the largest number 
of manufacturing establishments— both of which are 
sizable sources of demand for electric power.

Generating Capacity F or M aryland, the D is
trict of Columbia, and North Carolina, the average 
rate of growth in production between 1963 and 1967 
was greater than the average increase in generating 
capacity, which suggests that they were able to make 
more intensive use of existing capacity. The opposite 
was true in Virginia, W est Virginia, and South 
Carolina which increased their generating capacity 
more than their production.

The Virginia Electric and Power Company, for ex 
ample, reportedly attempts to maintain capacity 10% 
to 15% in excess of that required by current demand 
in order to have a reserve for emergencies.

Principal Customers Industrial firm s consum ed 
the bulk of kilowatt hours sold in most Fifth Dis-

TABLE 1

PRODUCTION OF ELECTRIC ENERGY IN THE FIFTH DISTRICT

(Millions of Kilowatt Hours)

1963-1967

1963 1964 1965 1966 1967
Average Annual 

% Increase

Maryland 12,496 13,920 17,272 18,868 20,915 13.9

District of Columbia 708 871 564 919 1,018 15.4

Virginia 21,912 23,090 23,371 23,813 23,404 1.7

West Virginia 18,219 18,889 19,225 23,220 27,359 11.0

North Carolina 24,937 28,189 31,183 35,162 38,705 11.6

South Carolina 11,548 12,497 12,643 12,812 13,441 3.9

Source: U. S. Department of Commerce.
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TABLE 2

INSTALLED GENERATING CAPACITY
1963-1967

1963

(1,000

1964

Kilowatts)

1965 1966 1967
Average Annual 

% Increase

Maryland 2,699 3,312 3,676 4,038 4,101 11.3
District of Columbia 537 537 537 537 537 0.0
Virginia 4,548 4,946 5,115 5,331 5,349 4.2
West Virginia 3,140 3,048 3,608 4,179 5,147 13.6
North Carolina 5,759 6,007 6,345 7,106 7,188 5.8
South Carolina 2,554 2,690 2,696 2,859 3,093 4.9

Source: U. S. Department of Commerce.

trict states. W est Virginia was a case in point; 
there, in 1966 and 1967 only 20.8%  of the kilowatt 
hours sold went to residential customers while

TABLE 3

COMPOSITION OF ELECTRIC POWER SALES
1966 and 1967

(Millions of Kilowatt Hours)

Total Residential Commercial Industrial
M aryland and

D. C. 33,373 9,531 9,447 13,102
(28.56) (28.31) (39.26)

Virginia 35,775 12,465 8,741 10,942
(34.84) (24.43) (30.59)

West Virginia 22,159 4,617 2,834 14,266
(20.84) (12.79) (64.20)

North Carolina 48,373 16,681 8,245 21,778
(34.48) (17.04) (45.02)

South Carolina 29,258 8,402 4,261 15,473
(28.72) (14.56) (52.88)

Note: Bracketed figures are percentages of total.

Source: U. S. Department of Commerce.

64.2%  went to industrial firms. Much of this in
dustrial demand for electric power originates in the 
mining industry. Virginia was the exception with 
the majority of sales going to residential customers.

Nuclear Power T he Fifth D istrict has no nu 
clear power plants in service at present, but this 
situation will change radically over the next decade. 
The small nuclear plant which was constructed by 
a group of Fifth District utility companies and the 
Atom ic Energy Commission at Parr, South Caro
lina has gone out of operation. It was run for seven 
years as an experimental model, and the lessons 
learned from it are now being put to use in the con 
struction of large permanent nuclear power plants 
in Maryland, Virginia, North Carolina, and South 
Carolina.

R obert W . Chamberlin

F IF T H  D IS T R IC T  F IG U R E S —  1969 E D IT IO N  
Now Available Free Of Charge Upon Request From This Bank

This 100-page booklet is a compilation of economic statistics on the States and Standard 
Metropolitan Statistical Areas in the District. Figures for the U. S. are also included.
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The Fifth District

MEMBER BANK BORROWING

Daily borrowings at Fifth District member banks 
reached record highs in the first six months of 1969. 
On May 23 borrowings outstanding from the Federal 
Reserve Bank of Richmond climbed to a record 
$132.7 million and on June 27 hit a new high of 
$137.7 million. Daily borrowings in the District 
averaged $44.8 million in the first half of 1969— over 
half again the $29.3 million which District banks 
borrowed in 1966, another year of stringent credit 
conditions. In this year of record borrowings, it 
seems particularly appropriate to review the me
chanics of the discount process and outline some of 
the characteristics of the borrowing banks.

The Federal Reserve discount window extends 
credit to member banks on a short-term basis to 
enable them to adjust their asset positions when 
necessary because of developments such as a sudden 
withdrawal of deposits or seasonal requirements for 
credit beyond those which can be met by use of the 
bank’s own resources. T o  use the discount window 
a banker simply places a telephone call to the Fed’s 
Discount and Credit Department specifying the 
amount he would like to borrow, the collateral he 
will use, and the number of days he intends to 
borrow. The telephone request must be confirmed 
by a signed note. Bankers located in the Charlotte

MEMBER BANK BORROWINC7 IN THE FIFTH DISTRICT FOR 1967, 1968, AND THE FIRST HALF OF

Deposit Classification

1969

Over $250 
Million

$100-250
Million

$50-100
Million

$25-50
Million

$10-25
Million

$5-10
Million

Under $5 
Million

Number of banks in District* 15 11 20 42 116 102 72

Total number of banks borrowing
1967 11 5 8 7 25 13 9
1968 14 8 14 12 26 10 5

First half 1969 14 10 12 12 26 11 5

Total borrowings! per borrowing
bank Thousands of dollars

1967 87,540 115,320 25,914 9,314 9,832 2,655 2,826
1968 370,317 144,135 58,154 38,813 6,419 5,591 1,202

First half 1969 378,814 190,385 52,649 30,425 6,561 6,022 606

Daily borrowings per borrowing
bank Thousands of dollars

1967 240 316 71 26 27 7 8
1968 1,015 395 115 106 18 15 3

First half 1969 2,081 1,046 289 167 36 33 3

Adjusted daily borrowings per bor
rowing bank Dollars borrowed per $1 million in total deposits+

1967 274 1,677 1,076 890 2,130 997 2,017
1968 1,262 2,224 1,530 3,018 1,209 1,773 785

First half 1969 2,678 7,222 3,745 4,589 2,387 4,179 772

Average number of borrowing days
per borrowing bank

(Range of borrowing days) Days
1967 8 (1-32) 28 (4- 80) 22 (4- 42) 11 (2- 30) 38 (2-114) 17 (2-47) 31 (7-78)
1968 24 (7-62) 43 (4-117) 39 (3-130) 32 (3-104) 21 (1- 95) 22 (1-82) 9 (2-25)

First half 1969 22 (1-55) 37(7- 77) 29 (3-110) 26(1- 70) 15(1- 58) 27 (2-78) 6 (2-19)

* Based on December 1968 Call Report, 
t Sum of borrowings outstanding each day. 
|  Deposits as of annual call date.
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and Baltimore Branch areas contact their respective 
branch offices.

A fter specifying the amount to be borrowed, the 
banker must indicate the kind of collateral he intends 
to use. T w o types of collateral are used most often : 
U. S. Government obligations and eligible paper. 
U. S. Government securities are the simplest means 
of securing a loan since a member bank usually main
tains an inventory of Government securities at its 
Federal Reserve Bank. Verification of these se
curities is easy and quick, and the bank is able to 
have the loan that day.

For borrowing purposes a member bank’s note 
may not have a maturity of more than 15 days. At 
the maturity of the note the amount of the loan is 
automatically charged to the bank’s account, but 
the bank is then free to take out a new loan. This 
sort of borrowing occasionally continues for months. 
A  bank may partially or fully repay its loan at 
any time.

The table included in this article shows member 
bank borrowings in the Fifth District for the past 
two and a half years. Total borrowings, which are 
defined as the sum of borrowings outstanding on 
each day, clearly show that all but the smallest banks 
are borrowing substantially more this year than in 
either 1967 or 1968. The table also indicates that 
smaller banks, on the whole, do not use the discount 
window to the extent that the larger banks do. For 
example, 24 out of 25 banks having deposits o f over 
$100 million used the discount window sometime 
during the first part of 1969, whereas only 42 of 290 
member banks with deposits of under $25 million 
borrowed from the Federal Reserve during the half- 
year. This does not necessarily mean that the small 
banks have not needed funds, for they often borrow

from their correspondent banks. It does seem re
markable for 1969, however, when monetary policy 
was tightening and the discount rate was sub
stantially below the Federal funds and Treasury 
bill rates.

Member banks in the smallest size class had the 
lowest rate of borrowing in 1969 even after adjust
ment for the deposit size of the bank. For example, 
the table indicates that the average member bank 
having over $250 million in deposits had total bor
rowings per day of $2,678 for every $1 million in 
total deposits that it held during the first half of
1969. The average bank in the under $5 million 
class had total borrowings per day of only $772 for 
every $1 million of total deposits held. The largest 
average borrowings fell in the $100-250 million and 
$25-50 million groups.

If there is one outstanding theme shown in the 
table, it is that fewer of the smaller banks borrow, 
and if they borrow, they borrow less often and for 
relatively smaller amounts. In 1969, for example, 
the percentages of District banks which borrowed 
were, from smallest to largest size groups, 7 % , 11% , 
2 2% , 60% , 91% , and 93% . O f the 72 banks in the 
under $5 million size group, only five borrowed 
during both 1968 and the first half of 1969. The 
number of borrowing days did not show such a 
positive relationship to bank size, but the smallest 
banks in the District again showed a reluctance to 
borrow very often. The average borrowing bank 
in the under $5 million class owed money to the Fed 
during 6 days in the first half of 1969 and 9 days 
in 1968.

Carla R. Gregory and 
William E. Cullison
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